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INCORPORATED ACCOUNTANTS’ HALL, 


VICTORIA EMBANKMENT, LONDON, W.C.2. 


The Society of Incorporated Accountants and Auditors 
(A.D. 1885). 


~ EXAMINATIONS. 


FINAL EXAMINATION will be held on October 31st, November ist & 2nd, 1939, 
in the following subjects :—Advanced Accounting, including Accounts of Partners and Executors and Income Tas , 
Auditing and the General Duties of Professional Accountants including Income Tax ; Costu.ng Accounts ; Statistica! 
Methods ; General Knowledge in regard to Commerce and Finance ; the Law relating to Joint Stock Companies 
and Bankruptcy ; Mercantile Law, including Partnership Law; the Powers and Duties of Liquidators, Trustees, 
Executors and Receivers ; and Economics. 


INTERMEDIATE EXAMINATION will be held on November 1st and 2nd, 1939, 
in the following subjects :—Book-keeping and Accounts, including Income Tax ; Book-keeping and Accounts, 
including Partnership and Executorship Accounts ; General Commercial Knowledge ; Cost Accounts ; Commercial 
Law; the Powers and Duties of Liquidators, Trustees, Executors and Receivers. 


PRELIMINARY EXAMINATION will be held on October 30th and 3ist, 1939, 
in the following subjects :—LENGLisu, comprising : (4) One Paper on General Knowledge, including the main outlines 
of Modern English History from Norman Period to the present time, and General Geography ; (b) An Essay; (¢) 
General Questions testing knowledge and command of English and English Literature. ONE FOREIGN LANGUAGE, 
comprising : French, German, Spanish, or Latin (to be selected by the Candidate). MATHEMATICS comprising 
Arithmetic, Algebra, and Geometry. (Candidates wishing to be examined in Spanish must give six weeks’ notice 
to the Secretary.) 

Candidates may be exempted from the Preliminary Examination on production of Certificates of having passed the 

[-xaminations of certain approved bodies, a list of which can be had on application. 

The Examinations will be held at 
LONDON, MANCHESTER, CARDIFF, LEEDS, GLASGOW, DUBLIN, 
BELFAST, CAPE TOWN, JOHANNESBURG and DURBAN. 
Forms of application and all further information may be obtained of the Secretary. 
The last date for receiving applications is September 28th, 1939. 
Incorporated Accountants’ Hall, 
Victoria Embankment, London, W.C.2. 


A. A. GARRETT, 
Secretary 


NOTE :—Complete sets of past Examination Papers may be obtained of the Secretary, price 1s. per set. 
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PROFESSIONAL NOTES 


National Service 

We are authorised to announce that there has 
been a satisfactory response from the members of the 
Society of Incorporated Accountants to the Presi- 
dent’s appeal for offers of national service within the 
profession in time of war or emergency. The cards 
which have been returned by members stating their 
special experience and other details will shortly be 
in the hands of the Ministry of Labour. With the 
cards completed by members of the other accountancy 
bodies, they will form a register such as is being built 
wp for other professions which would be vital in war- 
ime. In addition to providing this pool of pro- 
essional resources on which the authorities can draw, 
the profession has been asked to take a part in 
‘tmulating the response from the public to the call 
for national service of other kinds. The Society of 
Incorporated Accountants has been requested by 
the Ministry of Labour to nominate members who 
will Speak for the National Service Campaign at 
meetings to be arranged by the local National Service 
‘ommittees. There can be no doubt that the pro- 
kssion is anxious to do its part in this direction, as 


well as by offering its accountancy services, and the 
Society is now taking steps to provide the Ministry 
with the names of speakers at the recruiting meetings. 


It is gratifying to note that the accountancy 
profession is also taking steps to organise national 
service in local areas as well as from the headquarters 
of the professional bodies. *Thus in the South of Eng- 
land a scheme is in progress to co-ordinate national 
service among Chartered Accountants, Incorporated 
Accountants and the members of other bodies. The 
object is to consider, among other problems, arrange- 
ments for the proper continuance of practices in 
cases where partners are engaged on national service 
This is a development which might be considered with 
advantage by District Societies of Chartered and 
Incorporated Accountants in other parts of the 
country. Another movement is in hand in the Liver- 
pool area, where members of the Institute of Char- 
tered Accountants and the Society of Incorporated 
Accountants have been informed in a letter signed 
by their local Presidents that it is proposed to form a 
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balloon barrage flight attached to the auxiliary air 
force and composed of Chartered and Incorporated 
Accountants and their staffs. Service would be 
whole-time in the event of war, so that accountants 
aged 30 and over cannot be accepted, as they are in a 
reserved occupation and are eligible, apart from 
accountancy duties, for part-time national service 
only. Recruiting is therefore confined to men between 
the ages of 25 and 29, but anyone within these ages 
who has registered with his professional body for 
whole-time or part-time service as an accountant is 
not dcbarred from enrolling in the balloon barrage 
flight. Members in the Liverpool area who are 
interested should apply to the Adjutant, West 
Lancashire (Balloon) Squadron, 29, Paradise Street, 
Liverpool. 
Tax Avoidance 

An article on another page deals with the general 
implications of the Budget, but one or two points 
deserve special mention. The Finance Acts of recent 
years have attempted to prevent the legal avoidance 
of tax. But in this they have not been entirely 
successful and the Chancellor announced in his Budget 
speech that it is proposed to amend the law so as to 
circumvent certain avoidance through the use of 
one-man companies. Moreover, it is proposed to 
make the amendments retrospective to 1936-1937 in 
the case of surtax on, and apportionments of, the 
income of certain companies under Section 21 of the 
Finance Act, 1922. There are strong grounds against 
making any legislation retrospective, but at the same 
time it must be admitted that clear warning had been 
given that retrospective action would be taken if 
legal avoidance continued. Other amendments in 
regard to estate duty are to have effect in respect of 
deaths after April 25, 1939. Certain annuity and 
other interests are to be treated as passing on the 
death and as being property in which the deceased 
has an interest. There is also to be a restriction on 
the deduction of certain debts and incumbrances on 
the value of estates and of property applied to the 
discharge of certain debts and incumbrances. These 
various provisions will be dealt with in more detail 
in our next issue, when the Finance Bill will have 
been published. An interesting amendment is to 
be made in connection with the National Defence 
Contribution. Under paragraph 7 (a) of the fourth 
Schedule of the Finance Act, 1937, the profits of all 
businesses therein enumerated, for example, invest- 
ment companies, are taken to include all income 
received from investments and other property, with 
certain exceptions. The amendment will correct a 


technical flaw in the provision by providing that in 
the case of these businesses any income received from 
investments or other property is to be taken into 
account in the computation of losses to be carried 
- forward, notwithstanding that the income has been 
separately charged to income tax by deduction or 
This provision is to be retrospective to 


otherwise. 
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the commencement of the National Defence Con- 
tribution. 


The Ministry of Supply 

The Government have yielded to the logic of 
events in creating a Ministry of Supply. The 
acceleration of rearmament demanded that the 
Ministry should be set up: the introduction of con- 
scription places an enormous onus on the new Minister 
to ensure that supply problems are tackled ener- 
getically and effectively. In the circumstances, 
therefore, there has been disappointment that the 
Ministry’s powers are to be limited. It is to have 
no duties so far as Admiralty and Air Ministry 
contracts are concerned, but will cover the supply 
functions at present vested in the War Office and will 
control stocks of essential raw materials. The 
creation of the Ministry tells us little on the funda- 
mental points with which industry is concerned— 
how priority is to be obtained for Government con- 
tracts; what powers, if any, the Ministry will have 
in deciding the directions in which raw materials and 
labour shall be used in production; the degree of 
regulation of private industry. The solution of these 
large queries awaits the publication of the Bill setting 
up the Ministry. What must be clearly realised at this 
stage, is that the Government have established at 
least the nucleus of a department of State which, 
in the interests of defence, will increasingly control 
private industry. They have acknowledged 
emphatically that the placard ‘‘ Business as Usual” 
which has previously been kept in the basement for 
use in the case of emergency or war, is now obsolete 
and must be scrapped. It is to be hoped, indeed, 
that Government control will go no further than is 
necessary, but it cannot be overlooked that only a 
Ministry of Supply can effectively safeguard the 
industrial needs of rearmament and conscription. 
Mr. Leslie Burgin, the first man to be a Minister of 
Supply in peace-time, is known as a capable organiser, 
and he will receive the good wishes of the country 
in his important task. Taken in conjunction with 
Sir John Simon’s recent request that investors should 
refrain from investing abroad—though this request 
requires clarification and reinforcement before it can 
kecome fully effective—the creation of the new 
Ministry is another move in securing this country s 
defences. 


Lay or Professional Auditors ? 


It is proverbial that “ blue-book ” is incompatible 
with “best-seller.” But if ever there was a blue 
book which should circulate widely, it is the repo" 
of the Chief Registrar of Friendly Societies, for these 
societies comprise more than eight million members 
We may shrewdly surmise, nevertheless, that rather 
fewer than eight million copies of the report are sold 
One of the unfortunate consequences of this is tha! 
despite the repeated examples given by the Registrar 
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of the disastrous consequences of an incompetent 
audit by lay auditors, the members of friendly 
societies are slow to protect themselves by appointing 
a public auditor. But, as the Registrar says in his 
latest report, “‘ every effort is made to induce societies 
to employ competent auditors ’’—which must be 
understood to mean, in most cases, public auditors, 
who are qualified members of the accountancy pro- 
fession, and for the most part, Chartered or Incor- 
porated Accountants. The report is burdened with 
strictures on lay auditors and with numerous 
instances of the losses for which they have been 
mainly responsible. In many cases, investments, 
bank balances and cash balances have been im- 
perfectly verified by lay auditors and considerable 
deficiencies discovered when public auditors have 
been belatedly appointed in an endeavour to rectify 
mismanagement or embezzlement. One flagrant case 
of ignorance demands quotation. 

“The annual return showed Depreciation on sale 
of Consols £29 Is. 6d. as an item of expenditure. As 
the consols appeared to have been included in 
previous returns at a figure considerably below the 
nominal value, the reason for such an entry was not 
clear and an enquiry was accordingly addressed to 
the society. The reply was that the society received 
1170 18s. 6d. for £200 consols and the scrip for the 
society’s remaining investments was forwarded for 
the Registrar’s inspection. It appears that although 
in previous returns the stock had been included at 
purchase price, the gain or loss on sale had been 
determined by comparison with the nominal value. 
When compared with the purchase price, there was 
actually a gain of £70 10s. 6d. on the transaction 
instead of a loss of £29 1s. 6d. The annual return 
was duly amended.” 

It is abundantly clear from this report that among 
the twenty thousand friendly societies in the country 
there must be many cases where the members’ affairs 
ae mishandled by secretaries and mismanagement 
condoned or ignored by lay auditors. It behoves 
the members of these societies to insist on the appoint- 
ment of public auditors forthwith. 


Marine War Risks Insurance 
John Walter, the founder of The Times and an 
intrepid underwriter, wrote in 1799 that he was 
weighed down, with above half of those engaged 
n the protection of property, by the host of foes 
this nation had to combat in the American War.” 
We may be assured that no modern underwriter will 
‘hare Walter’s fate if we again move into war, for 
‘he main burden of marine war risks cover is being 
“sumed by the Government. The decision to 
Provide State reinsurance for the market was taken 
mainly because there would otherwise have been a 
‘ty substantial increase in premium rates, which 
— have been damaging to the country’s oversea 
fade at a time when it is all-important. The scheme 
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provides for Government reinsurance of the “ King’s 
enemy risk ”—the risk of loss due to hostilities in 
which this country is engaged—in respect of cargoes 
shipped to and from the United Kingdom. War 
risks insurances on such cargoes will be put into a 
pool formed by Lloyd’s underwriters and the com- 
panies. The King’s enemy risk will then be reinsured 
by the Government at agreed premiums, leaving the 
members of the pool to bear—in proportions to be 
agreed—the risk of loss due to hostilities in which 
this country is not engaged and leaving individual 
insurers to bear the whole war risks for shipments 
between oversea countries. The result of this 
arrangement is that rates for cargoes to and from 
the United Kingdom have been reduced, not raised, 
while other shipments pay considerably higher 
premiums than before. The British trader is thus 
receiving handsome assistance from the State and 
insurers are relieved of a risk which might have 
proved calamitous. Moreover, maximum premiums 
are fixed for war risks cover on shipments to or from 
the United Kingdom, so that the limit of this item 
of expense is known. The scheme applies only to 
cargoes, for it was officially announced some months 
ago that the Government held all hull insurers— 
consisting, for the most part, of mutual “ clubs ’’— 
reinsured for 80 per cent. of their liability without 
payment of premiums in peace-time. The position 
in regard to war risks at sea has thus been eased by 
Government action. But there exists a growing 
feeling that the Government proposals to compen- 
sate for war losses to property on land, as these 
proposals are at present understood, are inadequate. 
The commercial community is entitled to know how 
it stands in respect of property war risks and until 
it has fuller information and is satisfied that the 
Government’s compensation scheme offers a_ fair 
measure of protection, a powerful barrier to industrial 
prosperity will remain. 


Conference in Nottingham 

Incorporated Accountants who have participated 
in previous conferences of the Society will recall the 
interest and pleasure they derived. Another con- 
ference is to be held this summer. The Nottingham, 
Derby and Lincoln District Society extended an 
invitation for one to be held in Nottingham from 
Wednesday, July 19, to Saturday, July 22 next, and 
the Council of the Society accepted the invitation. 
Nottingham is a convenient centre within easy reach 
of members in all parts of the country and it is hoped 
that there will be a large response to the invitation. 
By permission of the governing body, most of the 
meetings and functions will be held in University 
College, which is attractively situated in beautiful 
parkland on the outskirts of Nottingham. Accom- 
modation for those taking part will be provided 
at the College. The conference will be formally 
opened on Wednesday, July 19, when the Prin- 
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cipal of University College, Mr. H. A. S. Wortley, 
M.A., J.P., will take the chair and The Right 
Worshipful the Lord Mayor of Nottingham, Alderman 
J. Baldwin, J.P., will welcome the members. An 
address will be given by the President of the Society 
and papers will be submitted by Mr. W. Norman 
Bubb, F.S.A.A., London, on “ The Accountant and 
the Community,” and by Mr. W. H. Fox, F.S.A.A., 
Northampton, on ‘The Accountant and _ the 
Individual.’ The Lord Mayor of Nottingham 
and the Lady Mayoress have invited the members 
to a civic reception at the Council House and 
Nottingham members will entertain the visitors at 
luncheon and at a reception and dance. Visits will 
be made to industrial works and there will be 
facilities for golf. Sir Julien Cahn, Bart., J.P., and 
Lady Cahn have invited members to a garden party 
at Stanford Hall, near Loughborough, and His Grace 
the Duke of Portland, K.G., has kindly allowed a 
visit to Welbeck Abbey. The Society will give a 
banquet at University College on Thursday, July 20, 
at which the President will take the chair. 


Increase in Local Mortgages 

There has recently been considerable discussion 
in the City regarding the increasing tendency of 
municipalities to finance themselves by the issue of 
short-term mortgages. That the tendency exists is 
undeniable. An expansion in mortgage holdings and 
in loans against rates has, for example, been a feature 
of many recent insurance company accounts. But 
this is a normal development when local authorities 
are debarred from access to the new issue market. 
Usually municipalities turn away from that market 
when interest rates are high ; they then issue short- 
term mortgages to cover their requirements until 
it is possible for the indebtedness to be funded by 
the issue of a corporation loan. Certainly interest 
rates are not high at present, but in the past six 
months no more than two municipalities—Essex and 
Barking—have been allowed to pass through the 
Bank of England’s turnstile leading into the new 
issue market. In such circumstances an increase in 
mortgage borrowing is inevitable and in itself is quite 
unexceptionable, but it has been claimed that the 
methods by which some mortgages are being placed 
are open to abuse. It is alleged that in some cases 
intermediaries with no special knowledge or qualifica- 
tions have been able to secure unduly high com- 
missions, or have induced investors to subscribe 
without making it clear that the securities are subject 
to a stamp duty on transfer and for this reason are 
not read ly marketable. One interesting result of the 
present position is that short-term mortgages some- 
times give a higher yield than long-term bonds issued 
through the “ official’”’ channels by the same or 
comparable authorities. This is no doubt partly due 
_ to the inferior negotiability of the mortgages, but it 
also typifies the kind of anomalies which can arise 
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when interest rates are kept down by artificial] 
control. 


Settlor’s Contingent Interest 


Much ingenuity has been exercised by equity 
lawyers when drawing settlements in an endeavour 
to prevent any resulting trust in favour of the settlor. 
The reason for their anxiety in this respect was prim- 
arily a desire to avoid the effect of aggregation 
in the event of estate duty being payable on the 
settlor’s death in respect of any of the property com- 
prised in the settlement, by claiming that the settlor 
‘“‘ never had an interest ’’ in such property. A recent 
decision in the Court of Appeal (Jn re Hodson’s 
Settlement, 55 T.L.R. 357) has, it would seem, put 
a clog, if not a complete impediment, on these efforts. 
It is perhaps advisable to make clear the meaning 
of a resulting trust or reversion to the settlor. If A 
settles property on B for life, with the remainder to 
such of B’s children as shall be living at B’s death, 
then if there be no such children to take the remainder, 
the property reverts to A or his estate. One method 
adopted with a view to preventing such reversion 
has been to make the ultimate trust in favour of the 
next of kin of the surviving child of the settlor on 
the footing that such surviving child died unmarried 
and without parents. Although the settlement in 
Hodson’s case was not drawn on these lines, the 
decision may have some interesting results. Two 
points were raised. First, did certain accumulations 
under the settlement pass on the settlor’s death ’ 
If the answer to that question was in the affirmative, 
then were the accumulations to be regarded as pro- 
perty in which the deceased never had an interest, and 
so not aggregable with the rest of his estate ? The 
former point was decided against the trustees, and the 
Crown’s argument on the subsidiary point was that, 
since the possibility of the ultimate beneficiary dis- 
claiming all interest under the particular settlement 
could not be disregarded, there must of necessity bi 
a contingent reversion in favour of the settlor, and 
therefore it could not be said that he never had an 
interest in the property in settlement. The Court o! 
Appeal accepted this view and decided that the pro 
perty passing was aggregable. The same argument ma\ 
well be open to the Crown in construing sect. 38 (4 
of the Finance Act, 1938—-which defines when « 
settlor is deemed to have an interest in income 0! 
property comprised in a settlement, so causing the 
undistributed income to be his income—though tthe 
proviso to that subsection would, on such reasoning, 
appear at first view to be purposeless. But reflection 
shows it would be possible to ensure, if the settlo 
were so minded, that there would be no possibilits 
whatever of the ultimate beneficiary disclaiming, 40" 
therefore the second part of the decision 1 the 
Hodson’s Settlement case should not be overlooke 
in connection with undistributed income under settle 
ments affected by the Finance Act, 1938. 
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Can the Small Retailer Survive? 


Very little statistical information is available 
about retail distribution in Great Britain. For 
industry there is a periodical Census of Production, 
but we have no corresponding Census of Distribution, 
such as is taken at fairly frequent intervals in the 
United States of America. Therefore any state- 
ments in this article as to the relative magnitudes 
of the factors to be discussed must be accepted as 
personal guesses, made in the light of other private 
estimates and of general knowledge of the field of 
retail trade. 

Bearing this in mind, the following figures indicate 
the order of magnitude of the number of retail 


establishments and annual sales of each of the 
main types :-—- 

Number of Annual 

establishments sales 

Independent shops 780,000 41,500 million 
Multiple and chain shops 50,000 600 
Co-operative shops 20,000 200 * 
Department stores ... 7 500 200 i 

850,500 £2,500 million 


In considering the figures for independent shops, 
it should be borne in mind that they are swollen 
by a large number which cannot lay great claim 
to being considered as significant business units. 
If these were disregarded, the number of establish- 
ments in this group would be considerably lower 
than the figure suggested, and the annual turnover 
yer shop considerably higher than that indicated. 

lt is clear from these figures that the independent 
‘iopkeeper is still responsible for the major share 
of retail activity. Even if he were “ played out ”’ 
‘san economic form, it would obviously be a very 
img time before he could disappear. The sheer 
nertia of the economic system would keep him in 
existence for generations to come. But is that 
dl? Can the independent shopkeeper in the long 
fun survive? Let us consider in turn the types 
it retail organisation which compete against him, 
ud discover to what extent they are more effective 
trading forms. 

Department stores occupy an important position 
“retail distribution. But this is largely on account 
!what might be termed their pioneering functions. 
They have introduced new ideas in retailing tech- 
lique which have subsequently been imitated widely. 
hey are channels for the sale of new types of 
nerchandise. The actual volume of trade handled 
'y department stores does not, however, form a 
48 proportion of total retail turnover, and this 
‘oportion has in fact remained fairly constant in 
‘cent years. It appears, therefore, that depart- 
“ent stores form a stable element in retail distribution 


to-day, and that their future development is not 
likely to have any appreciable aggregate effect upon 
the fortunes of the independent shopkeeper. 
Co-operative societies are frequently described as 
constituting a menace to the individual retailer, 
but again one should be careful not to over- 
emphasise their importance in this respect. No 
attempt will be made here to argue whether their 
particular method of operation gives them an 
“unfair’’ advantage over the private enterprise 
trader ; that subject would require a whole article 
to itself. But this particular method of operation, 
has a restraining influence on their powers of 


development. Governed as they are by a working- 
class democratic organisation, they may tend 
to be backward in business enterprise. They have 


certainly built up a strong trade in grocery and 
provisions ; though, with the modern development 
of multiple shop companies in this field, the co- 
operative societies are now doing little more than 
hold their proportion of this section of retail trade. 
In the sale of non-food merchandise, however, the 
co-operative share remains very small. It could 
probably be substantially increased only by the 
adoption of a centralised multiple shop technique, 
but the democratic structure of the co-operative 
movement provides a powerful barrier to any advance 
on these lines. 

The multiple shop company may be defined as 
one operating a number of branch shops specialising 
in one particular section of retail trade, as distinct 
from the wide assortment of merchandise handled 
by variety chain organisations. It is undeniable 
that multiple shops are increasing in number and 
will continue to increase. But it is doubtful whether 
they are right who suggest that this is due to com- 
pany promotions by financiers. Most multiple shop 
companies have had very modest origins. An 
enterprising individual retailer gradually opens new 
branches; later, the growth of his concern may 
be hastened by a process of amalgamation. In 
most sections of retail trade one finds multiple 
firms of widely ranging size. In very few sections 
does one find nearly all the multiple companies to 
be of nation-wide scope; and where this is the 
case there are usually special reasons to account 
for it. For example, the predominance of large 
multiple firms in the footwear trade is due to the 
difficulty encountered by a small concern of holding 
an adequate stock range. 

Multiple shop companies have certain advantages 
over the individual trader. They can provide their 


branches with an expert central management, and 
they can buy merchandise centrally on very favour- 
But they 


able terms. have corresponding dis- 


+] 
| 


278 


advantages. Centralised direction removes initiative 
from the branch manager, and central buying of 
merchandise means that the same assortment of 
goods must be sold in every branch. Consequently, 
the multiple shop branch is not able to adjust itself 
to the individual requirements of the local population 
in the way that is possible for the independent 
shopkeeper. Further, the buying advantages of 
multiple companies do not extend to the field of 
branded merchandise whose retail price is fixed by 
the manufacturer. When such brand names are 
supported by national advertising, the individual 
retailer is provided with an already stimulated 
demand for them. 

One may therefore conclude that, although the 
multiple shop type of organisation will probably 
continue to grow, the individual retailer can hold 
his own in competition with it if he does his 
job properly. Unfortunately, one too frequently 
encounters the spectacle of people who have 


established themselves as shopkeepers without 
adequate business ability and experience and 
without sufficient financial resources. When such 


businesses go to the wall, it is not multiple shop 
competition but inefficiency which is responsible. 

Lastly, we have to consider the “ bazaar’’ or 
fixed-price variety chain organisations. By means 
of open-tray display, standardised prices and self- 
service, these concerns have secured for themselves 
a large and rapid flow of business. This, combined 
with a nation-wide network of branches, gives 
them an aggregate buying power far in advance 
of any other type of retail firm. As a consequence 
they can obtain the buying advantages sometimes 
described by their enemies as putting manufacturers 
“in pawn ’’—a power which can be used for good 
or ill. Thus they are frequently able to offer value 
in merchandise appreciably greater than that possible 
for even a large firm specialising in a particular 
section of retail trade. 

These two factors—convenience of shopping and 


Amendment of Bankruptcy and _ Liquidation 
Law 


By DANIEL MAHONY, Incorporated Accountant 


The basis of the present law of bankruptcy was 
settled by the Bankruptcy Act of 1883. There have 
been but few amendments since. The main changes 
have concerned the penal clauses. Prior to 1913 
these were contained in the Debtors Act, 1869, and 
were made part of bankruptcy law proper only by 
the Bankruptcy Act, 1913. In 1914 separate 
Bankruptcy and Deeds of Arrangement Acts were 

' passed. These would have been in the nature of 
Consolidation Acts, had they not failed to repeal and 
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exceptional value—are of varying relative sig- 
nificance in different bazaar chain companies and 
in different types of merchandise handled by them, 
The prospects for the individual retailer in com. 
petition with these chains may be considered under 
these two same heads. So far as shopping con- 
venience is concerned, it may be suggested that the 
individual retailer has only himself to blame if 
he cannot give his customers an equally convenient 
service. This does not mean that he should adopt 
open-tray display and other features of the “ bazaar ”: 
that would be denying his advantage in having 
personal service to offer his customers. But he 
can if he chooses keep his stock tidy and in good 
assortment. 

On the other hand, the exceptional value which 
certain bazaar chains are able to offer is a factor 
with which the individual shopkeeper cannot compete. 
There are, however, limits to the expansion of bazaar 
chain trade. It must be confined to articles for 
which little or no selling service is required and 
for which there can be a large and regular demand 
in a particular locality. Even so, the buying 
advantages of bazaar chains do not arise until 
they have a nation-wide network of branches. It 
is consequently becoming increasingly difficult to 
start new companies in the bazaar chain field. 

An outstanding characteristic of retail distribution, 
as contrasted with other industries, is the great 
variety of forms of enterprise which exist side by 
side. In this article only the leading types have 
been mentioned, but there are many more. After 
the lapse of a generation or two, one or other of 
these types may become predominant. But, within 
a measurable number of years, there are unlikely 
to be drastic changes. Despite the variety of 
competition to which he is exposed, there remains 
the possibility of a profitable livelihood for the 
individual retailer who chooses carefully his sphere 
of activities, and conducts his business with 
intelligence and diligence. 


re-enact certain clauses of the Debtors Act, 1869, and 
of the Bankruptcy Acts, 1883 and 1890, and of the 
Deeds of Arrangement Act, 1913. A new Bankruptcy 
Act was passed in 1926. The amendments made by 
it were mainly penal in character. The period » 
which punishable offences could be committed by 
debtor before his bankruptcy was extended from 
six months to twelve and the maximum periods of 
imprisonment for these offences were doubled. A 
new offence, that of failure to keep proper books, w# 
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added. But the main body of law remained un- 
affected. 

The enforcement and adequacy of the penalties 
has been the subject of much criticism in trade 
journals, and in the columns of AccouNTANCY 
last month a professional note reported recommenda- 
tions made to the Board of Trade by a Federation 
of Trade Associations. The gravamen of much of the 
Federation’s criticism appears to be that the law 
isnot being enforced with sufficient rigidity. Among 
others there are recommendations relating to non- 
disclosure by bankrupts trading in their wives’ names, 
or under cover of limited companies, and a minimum 
return of dividend below which a deed of arrangement 
should not be legal. It is interesting to see that there 
is dissatisfaction with the Deeds of Arrangement Act, 
though it does not lie in the direction which one might 
expect. 

Certainly the law relating to deeds of arrangement 
needs amendment, and it may be useful to consider 
in what directions. There is no machinery in the 
Deeds of Arrangement Act to protect a majority of 
creditors against a minority. One creditor for £50 
may petition for and force bankruptcy proceedings 
against the wishes of all the other creditors. There 
is a prevalent abuse of this procedure whereby the 
petitioning creditor does in effect blackmail the 
debtor, and sometimes the other creditors, into giving 
him (the petitioner) an advantage over his fellow- 
creditors as a consideration for withdrawing the 
petition. 

The law of bankruptcy looks at deeds of arrange- 
ment with jealous eyes. It treats them as 
tfespassers on its own preserves. The execution of a 
deed of assignment is an act of bankruptcy, and any 
person dealing with the bankrupt’s property with 
knowledge of an act of bankruptcy is not protected, 
even though his dealings have the consent and 
approval of a large majority of creditors. This can 
be grossly unfair. What for instance is the position 
ofan accountant appointed as trustee in the following 
circumstances? At the unanimous request of a 
meeting of creditors he accepts office as trustee under 
a deed of assignment and the deed is executed. A 
creditor not present at the meeting files a petition a 
day or two later. The deed is not registered and 
becomes void (except that it still remains an available 
act of bankruptcy). The petition is then dismissed 
withdrawn. The debtor settles privately with his 
‘editors and demands back his estate. There is 
till a risk of there being undisclosed creditors. If 
the trustee under the void deed hands back the estate 
0 the debtor, he does so with notice of an act of 
bankruptcy committed by the debtor and may be 
held personally accountable in a subsequent bank- 
uptcy brought about by any undisclosed creditor or 
‘ly creditor who may be able to back out of the 
dTangement, 


The position of deeds of arrangement in the legis- 
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lature needs to be regularised. Private arrangements 
were recognised by the Bankruptcy Act of 1861 
under which a scheme of arrangement outside of 
bankruptcy accepted by a three-fourths majority of 
creditors was legal. Through obvious confusion in 
drafting the Debtors Act, 1869, the Bankruptcy 
Act, 1869, and the subsequent amending Act of 
1883, no provision was made for them. There was, 
therefore, in 1884, no recognised means other than 
bankruptcy under which the estate of a debtor could 
be administered. This led to a host of private deeds 
of arrangement of which the authorities had no 
record and the first Deeds of Arrangement Act was 
introduced in 1887 to compel registration. The 
apparent object was merely to provide the Govern- 
ment with statistics of failures and not to institute a 
separate method of liquidation. 


Fraudulent Preference 


The present law in relation to fraudulent preference 
has become unworkable in practice and needs amend- 
ment. The Bankruptcy Acts were framed with the 
object of making fraudulent preference illegal. The 
Courts, in their wisdont, decided that the onus of 
proving, not alone the debtor’s own knowledge of 
his insolvency at the time, but also his intention to 
prefer rested on the trustee. Up to 1934 intent to 
prefer could be inferred from all the circumstances, 
but in that year the House of Lords ruled, in sub- 
stance, that where direct evidence is available, cir- 
cumstantial evidence is not sufficient to prove the 
intention in the bankrupt’s mind. As the only direct 
evidence of the state of the bankrupt’s mind is that 
of the bankrupt himself, and as in practice it would be 
useless to call him to give evidence, fraudulent 
preference may be said to exist no longer as part of 
effective bankruptcy law. 


Bankruptcy and Companies’ Liquidation 

In dealing with the complications of bankruptcy 
law one hesitates to consider companies’ liquidation 
in case of creating further complications. It may 
be for a similar reason that companies’ liquidation 
procedure has borrowed neither form nor experience 
from bankruptcy, except, curiously enough, the law 
relating to fraudulent preference. It is remarkable 
how regulations for bankruptcy and compulsory 
liquidation differ in their requirements for effecting 
what appears to be a precisely similar object. Space 
does not permit the setting out of a full list of these, 
but the following differences may give food for 
thought and—may it be hoped ?—grounds for 
amendment :— 


BANKRUPTCY. COMPULSORY LIQUIDATION 


Voting by simple majority in 
value. 


Voting by majority in num 
ber and value. 
Trustee's title commences 
with act of bankruptcy (per- 
haps months before the re- 
ceiving order). 


Liquidator’s title commences 
with making of winding-up 
order 
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Landlord not allowed to dis- 
train after commencement of 
winding-up 


Landlord levying after com- 
mencement of bankruptcy 
may recover six months’ rent 
accrued due prior to adjudi 
cation. 

Sheriff must hold proceeds for 
fourteen days. 


Nothing to compel sheriff to 
hold proceeds for fourteen 
days. 

Order and disposition clause 


Goods’ within — possession, 
is not contained in Act. 


order and disposition of bank 
rupt belong to trustee. 

All assets vest in trustee, but 
he may disclaim property 
burdened with onerous cove- 
nants and relieve himself of 
personal liability 


Assets do not vest in liqui- 
dator He has nothing to 
disclaim unless he makes 
special application for vesting 
order. He acts merely as 
agent. Act, however, pro- 
vides for disclaimer. 

Public examination of direc 
tor undertaken only where 
fraud alleged. In_ practice 
this form of proceeding has 
been superseded. 


Public examination compul- 
sory, even in scheme of com- 
position case. 


Voluntary Liquidation 
Some new features introduced by the Companies 
Act, 1929, have proved themselves failures. Notable 
amongst these are the provisions dealing with 
members’ voluntary winding-up, and the installation 
of a director as chairman of the first meeting of 
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creditors in creditors’ voluntary winding-up. Members’ 
voluntary winding-up is the subject of much abuse. 
By its means over-optimistic or fraudulent directors 
are enabled to delay their creditors for twelve months, 
The only remedy open to the aggrieved creditor is to 
petition for compulsory liquidation at the risk of 
losing his costs in the event of his petition being 
defeated. That directors act as chairmen of their 
own company’s creditors sounds rather odd, and odd 
it often is in practice. It is sometimes found that the 
director is a mere dummy appointed for the purpose 
a week before the meeting. It is also occasionally 
found that the chairman abuses his position by 
refusing to allow creditors a proper hearing and 
closes the meeting on a snap vote in which proxies 
have a preponderance. 

But it is probable that a greater abuse than these 
in fact, the greatest abuse of company law at the 
present time—is effected by debentures in small 
private companies. The varied methods by which 
these frauds are carried out and the law defeated ar 
too many and complicated to discuss in this present 
article. 


The Post Office Commercial Accounts 


‘By a Correspondent. 


Government Departments, before being permitted 
to spend the nation’s resources, are required to prepare 
estimates of their needs at the beginning of each fiscal 
year and to submit these estimates to the scrutiny 
of Parliament. If the latter sees fit, it will vote the 
money from the Consolidated Fund, into which all 
receipts are paid. Each year the Stationery Office 
publishes a statement known as the Revenue Depart- 
ments Appropriation Accounts. This document 
shows, under detailed headings, the amounts which 
Parliament voted to the various departments at the 
beginning of the year and on supplementary esti- 
mates later in the year. Against these items are 
set the actual amounts expended and the differences 
are explained in footnotes. Thus are budgeted and 
actual expenditure compared and the results published 
for all to see. 


The Post Office, in common with other Revenue 
Departments, has to conform to these proceedings. 
Its receipts are paid into the Consolidated Fund 
and its expenditure is voted, the votes and the 
expenditure being compared and differences explained 
in the Appropriation Accounts mentioned above. 
The Post Office, however, is more than a Government 
department ; it is a vast commercial business hand- 
ling not only the country’s mail, but also its telegraph 
service and, with minor exceptions, its telephone 
system. Since 1933 the Post Office has been required 
to make a fixed annual contribution (£10? million) 


to the Exchequer. If the receipts less payments 
(subject to certain specified adjustments) exceed 
this, then the balance may be transferred from 
the Consolidated Fund to a Post Office Fund 
for the development of the services. If the balane 
falls short of the contribution, the difference has 
to be made up from the Post Office Fund. 


Obviously a concern of this magnitude and with 
these obligations involves the employment of a com- 
prehensive accounting department trained to dea 
with all the problems, including costing and 
budgeting, towards the solution of which accounting 
has to contribute in large-scale business. This short 
article is concerned with but one of its activities, the 
preparation and publication of commercial accounts 
These documents have been provided annually sine 
1912-3 and both their form and content are of grea! 
interest to accountants, particularly in view of dis 
cussions in recent years relating to the reports © 
large public companies. 

It may be said at once that the amount of infor 
mation which the Post Office discloses would, if It 
came from a public company, cause a_ sensatld? 
The document begins with a set of explanatory note. 
describing how the various items of income a 
expenditure have been treated, and ends with the 
report of the Auditor General. Preceding the actus 
accounts is a report on the year’s working ane * 
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statement showing the annual surplus or deficit on 
each of the services from 1912-3 onwards. 

The accounts comprise a consolidated statement 
of all the services in the form of an income and 
expenditure account and a balance sheet. These are 
followed by accounts showing in detail the results 
of each service individually. The various income 
and expenditure accounts not only show the figures 
for the year under review, but they also include the 
corresponding figures for the previous year and each 
item is expressed as a percentage of total income. 
This information is supported by comparative 
statistics of Post Office business, as, for example, 
numbers of letters and parcels carried and numbers 
of telephone calls and telegrams of various kinds. 

It is, of course, most important to recognise that 
the Post Office carries on several businesses and that 
it is helpful to show, as far as possible, their separate 
activities; but at the same time, it is equally 
necessary to realise that these businesses are linked 
by common ownership and common costs. Each of 
the service accounts presented, of which the principal 
ones are for the postal, telegraph and telephone busi- 
nesses, Show what is called an operating profit or 
loss adjusted for certain further items including 
interest on net capital outstanding, the balance being 
termed surplus or deficit for the year. The results of 
the subsidiary services are embodied in the accounts 
of the principal ones just mentioned and when the 
surpluses or deficits on the latter are combined, they 
equal the surplus on the consolidated or general 
account. Now every accountant knows, and everybody 
in the Post Office knows, that if the telegraph or tele- 
phone system were shut down, the total gross revenue 
ofthe Post Office would not fall by precisely the amount 
of the receipts that that particular service would 
have yielded—-the services are interdependent in a 
complicated way. Similarly many of the costs will 
be interdependent. For example, it may happen 
that supplies of materials can be purchased at better 
rates because of large orders placed by the combined 
vices. If one service ceased to require a particular 
material the opportunity of bulk buying might be 
lost; hence the expenditures of the services affect 
each other. This interconnection, however, does not 
mean that it is useless to show in the form of accounts 
tow resources have been spent as between the 
lifferent services, but it does mean that the surpluses 
{ the services are bound up with one another. 

This is the problem of joint costs, of which the 
‘Xpense of accommodation is possibly the most 
mportant in the case under review. For this item, 
he Post Office shows a special account with the 
Prva of accommodation for the whole service on the 
‘ebit side, certain sub-lettings on the credit side and 
the balance divided between the various businesses, 
: accordance with the explanatory notes, on the 
sis of “user.” A separate balance sheet shows 
ihe cost of land, buildings and plant not yet written 
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off. The whole thing is set out in a very clear and 
straightforward fashion. But there is danger in this 
very simplicity. A layman, and we must presume 
that the accounts are published for the benefit of 
laymen, might conclude that the sum charged to 
any one of the services is the amount which the 
Post Office could save by closing down that service. 
Or, put another way, that the amount charged to the 
telephone service is the additional cost incurred by 
the Post Office in providing accommodation for the 
telephone service. This of course is most unlikely, 
and what is true of occupancy may well be true of 
some of the labour costs. 

If the splitting of certain costs is arbitrary, then 
the surpluses or deficits must be arbitrary too. 
This is particularly important in considering the 
annual telegraph deficit which has been with us for 
decades. The users of telephones and posts, or the 
general public, may complain that, according to the 
accounts, the telegraph users are being subsidised. 
To find out if this is so, it is necessary to ask: (a) 
by how much would fotal post office receipts fall if 
the telegraph service were closed, and (b) by how 
much would fotal post office costs fall on the same 
assumption? There is perhaps little reason to 
suppose that the costs would fall less than the 
receipts, 7.e., that the Post Office would be worse 
off by closing this service. But, on the other hand, 
there is little or no reason to assume that the total 
costs would be reduced each year by an amount 
exceeding the fall in total receipts by a sum as great 
as the deficit shown by the Telegraph Service in the 
accounts. To put it another way: some of the 
“ paper ’’ telegraph deficit could probably be avoided 

but not all of it. 

Our first tentative suggestion about the Commercial 
accounts, therefore, aims at preventing unwarranted 
conclusions which the layman might be tempted to 
draw. We suggest that an account should be 
provided for each service, carrying only the separable 
expenses of each on the debit side and the receipts 
of each on the credit. The balance on each account 
should then be carried to a joint account in which 
all the common costs would be debited. This would 
result in only one net surplus and a more realistic 
presentation of the facts. 

As already mentioned, the income and expenditure 
accounts are set out in considerable detail. For the 
telephone and telegraph services, in contradistinction 
to the postal service, a large amount of expensive 
capital equipment is necessary. Two of the most 
important items in the telephone account are the 
provision for depreciation and interest on capital. 
We cannot in this short article discuss the calculation 
of these items, but the question of capital expenditure 
does raise a point concerning the form of balance 
sheet to be adopted and the amount of detail to be 
disclosed. The Post Office adopts what is commonly 
known as the single account form of balance sheet. 
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Most public utilities, however, adopt the double 
account system. Now it may be said at once that 
the question of form does not make any simpler, or 
any less arbitrary, the distinction between capital 
and revenue expenditure. But the double account 
system of presentation does have one great advantage 
where much capital has been sunk in heavy fixed 
equipment—-it avoids the appearance of asset 
valuation by presenting an historical record. In a 
journal devoted to accountancy, there is no need to 
describe the double account system ; it is to be seen 
in the published report of any gas, electricity- or 
railway company. Its chief characteristic is the 
division of the balance sheet into two parts. The 
first part—the receipts and expenditure on capital 
account—shows on one side the capital receipts duly 
analysed and on the other side the capital expendi- 
ture. Each side has three money columns, providing 
respectively for amounts up to the beginning of the 
year, amounts for the year under review and the 
cumulative totals. The balance on this part of the 
balance sheet is carried down to a second part which 
discloses the floating assets and the current liabilities. 

In our opinion the usefulness of the Post Office 
accounts would be enhanced if this form of presenta- 
tion were adopted. For example, under the heading 
of ‘‘ Plant ” on the assets side of the present balance 
sheet appears a figure of over £100 million. It is 
true that a footnote informs us that this is at ‘‘ prime 
cost less depreciation,” but a layman might well 
think in terms of “ market values”’ rather than of 
payments, an error which could easily be prevented 
by adopting the double account system. Moreover, 
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although a section of the Post Office report provides 
an admirable amount of detail about the capital raised, 
little detail is provided of the capital expenditure each 
year. It seems reasonable to assume that this could 
be analysed under significant headings for each 
service and set out clearly in the double account 
form as is the practice of other public utilities. [If 
details of expenditure on revenue account are worth 
giving, surely it is also worth while providing informa- 
tion about the large sums of capital expenditure. 

Our third suggestion is that a statement should be 
provided, linking the payments in the Appropriation 
Accounts mentioned earlier with the expenditure in 
the Commercial Accounts; at present it appears to 
be impossible for the outsider to reconcile these, 
though it would seem that the adjustments could be 
explained fairly simply. 

It should be emphasised that these points are not 
put forward as destructive criticism. They would 
involve alterations which would appear to be prac- 
ticable and we believe that they would enhance the 
value of accounting documents which already set a 
very high standard in the difficult business of dis- 
closure, a standard towards which many of our large 
corporations might well strive. The Post Office has 
realised that a balance sheet is of little value unless 
supported by details of income and expenditure on 
both capital and revenue account. Given this 
information and a clear statement on the dividing 
line between “ capital” and “ revenue,” published 
accounts become a reservoir of valuable data. To 
wards this ideal the Post Office has gone a long way. 


Standardisation of Tax Treatment in Accounts 


By ROLAND BIRD (City Editor ‘* The Economist ’’) 


The Editor of AccoUNTANCY has been so generous 
in allowing the financial press to have its say in these 
columns that I perceive a danger lest the “ fourth 
estate’ should outstay its welcome. But account- 
ancy and financial journalism are so closely linked in 
protecting the investor’s interests that I hope a brief 
discussion of a topic which is always thrusting itself 
before the investment adviser will not appear amiss. 
I refer to the treatment of income tax in company 
accounts. Let me state at the outset that I am no 
expert on tax practice. Every commentator on 
company earnings must needs take the accountant’s 
work as read—if the accounts are certified, provision 
has been made for tax, and that is an end of it. 

So it would seem. But, in fact, at this point the 
commentator’s troubles are only just beginning. He 
has first to ascertain the point at which these disclosed 
profits are struck. And then he must proceed to 
make the best estimate of distributable, as opposed 
to distributed, earnings that .he can, for modern 


investment practice places increasing emphasis on 
earnings, as opposed to dividends. The treatment 
of income tax has an important bearing on this 
calculation, and many investors, and all financial 
commentators, must have sighed for standardised 
accounting of tax in published reports. In order to 
make my main point perfectly plain, let me draw 
the distinction embodied in the following question, 
which every financial writer has to ask himself when 
he analyses a profit and loss account : have disclosed 
profits been struck after providing for the companys 
full liability for income tax for the year, or has the 
charge in the accounts been reduced by the tax which 
will be recovered from the shareholders’ dividends’ 

One can sometimes answer this question by super 
ficial examination of the report. For example, the 
profits of F. W. Woolworth and Company for 1938 
amounted to {7,275,621, from which a tax charge 
of {£2,031,746 was provided before distributable 
profits were struck. The mere comparison of the 
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figures shows that the full liability has been specifically 
set aside in the accounts. But in the case of another 
company—Turner and Newall—we find that total 
disclosed profits amounted to £1,650,386, while the 
income tax provision (excluding N.D.C.) was no 
higher than £154,749. It is not necessary to know 
what the company’s assessed profits, as opposed to 
its disclosed profits, were in order to reach the con- 
clusion that the figure of £154,749 bears no full 
relation to its total tax liability. 

The explanation of the different methods is, of 
course,a simple one. In the case of F. W. Woolworth, 
the cost of the ordinary and preference dividends is 
shown net of tax; in other words, it represents the 
actual cash sum which shareholders will receive. 
Turner and Newall, on the other hand, show both 
dividend items gross—the total provisions represent 
the sum of top line of the dividend warrants, before 
tax has been deducted. Hence, the smaller tax 
provision actually shown in the accounts will be 
supplemented by tax deducted at source from the 
dividends. Making allowance for Dominion Income 
Tax Relief, these deductions amounted to some 
{282,800, so that the total effective charge borne by 
Turner and Newall and its shareholders last year 
was of the order of £437,500—a figure which fits 
in very closely with total disclosed profits, less pro- 
vision of £84,000 for N.D.C. 

These are the two simple cases, but there are others 
which involve a considerable amount of detective 
work. Some companies strike their profits after an 
undisclosed provision for income tax, and put their 
shareholders to the trouble of calculating whether 
dividends are shown gross or net—in such cases this 
is the only clue to the actual treatment of the tax 
inthe accounts. Other companies—Vickers Limited 
isan example—adopt a combination of both methods, 
ty showing interest on debentures and preference 
dividends gross, but ordinary dividends net. What- 
ever the method may be, it is always possible to 
obtain some idea of effective equity earnings. For 
companies like Woolworth, which show their total 
'aX provision as a charge against the company, and 
for all companies whose ordinary dividends are 
accounted on a net basis, it is merely necessary to 
‘compute the available earnings for the equity (net), 
divide this sum by the cost of the dividend (also net) 
and multiply by the rate per cent. (gross) declared. 
The resultant percentage is the rate earned for the 
‘quity, which could have been distributed, if the 
iirectors had recommended, up to the hilt. 

But for companies like Turner and Newall, the 
hocedure is more complicated. The ostensible sum 
‘town in the accounts as available for distribution 
" ordinary shareholders is really a composite of two 
distinet parts. There is, first, the sum which the 
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directors have decided to place to reserve, against 
which the company’s liability for income tax has 
already been provided. In other words, this is a 
net sum. But the second component, which is to 
be distributed in dividends, is on a gross basis. In 
this instance, therefore, if the directors had decided 
to divide available earnings up to the hilt, the 
amount available for distribution, as shown in the 
accounts, would have been higher—to the extent of 
the tax provided against the portion of profits to be 
ploughed back into reserves. Hence it is necessary 
to deduct the gross cost of the dividend from the 
apparent amount available to pay it to ascertain the 
net amount of reserved earnings, and to raise the 
latter to a gross basis. With income tax at the 
standard rate, this involves multiplying the residual 
sum by 1.38. When “ grossed up,” it is added back 
to the gross cost of the dividend, and gives the 
approximate gross amount which would be available 
for full distribution to ordinary shareholders. Finally 
the whole sum is expressed as a proportion of the total 
ordinary capital. 

There is nothing peculiarly subtle about these 
processes. They are probably as familiar to 
accountants as they are to company commentators, 
and the only reason for rehearsing them in detail is 
to show that, while the obscurities of income tax 
practice can be solved, they really create a good deal 
of trouble. And the trouble, to my mind, could be 
avoided if the treatment of income tax in company 
accounts could be standardised. I should say, un- 
hesitatingly, that the procedure adopted by F. W. 
Woolworth is the clearest way of setting out the facts. 
It avoids any necessity for the necessarily approxi- 
mate process of “ grossing up” residual earnings. 
But I also think that it has advantages of principle 
which deserve consideration. The liability for tax 
payments in respect of company profits falls on the 
company. No composite entity represented by a 
company and its shareholders is known to the 
income tax authorities, even though the shareholders 
are entitled to a company’s available profits. No 
shareholder ever received in hard cash the gross 
amount of dividend to which he is entitled. The 
implication is clear, from the aspect of pure accounting 
theory. The company is responsible for payment of 
the tax, and its accounts should show the full charge, 
It may be said that the shareholder is co-partner 
with the Exchequer, to the extent of more than 
one quarter, but this view ignores the important 
fact that the latter’s is a prior share, deducted at 
source when dividends are paid, and still exigible 
even when they are not. That, surely, is sufficient 
to establish the case for accounting dividends on a 
net basis, in order to represent the actual cash sums 
received by shareholders. Gross sums might have 


some relevance in a taxless Utopia, but not here. 
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THE DEFENCE BUDGET 


Words of consolation must be few in a_ speech 
which introduces a Budget totalling £1,322 million, 
but the Chancellor has been as merciful to the tax- 
payer as he could be in these troubled times of 
immense defence expenditure. He has steered a 
course between the devil of inflation and the deep 
blue sea of industrial depression. Having been faced 
with a substantial increase in the cost of defence 
since he pronounced some time ago that loans would 
account for {350 million of the total expenditure 
under this head, he has allotted the additional burden 
jn as just a balance as could be devised between 
taxation and loans. And in so far as he has been 
forced to resort to the unpleasant imposition of new 
taxation, he has divided between direct and indirect 
taxes in an equitable ratio. This is not a pleasant 
Budget but it would be impossible to produce one in 
present circumstances. It is a fair Budget and a 
workmanlike one. 

The Chancellor was faced with the necessity of 
raising {1,322 million, including £50 million which 
he added to the estimates of expenditure in the 
various departments as a measure of prudence to 
take care of supplementary estimates which will 
probably be introduced later. His estimated revenue 
on the basis of existing taxation he put down at {918 
million, so that, after adding the announced total of 
defence loans (£350 million) it followed that there 
was a short-fall of £54 million to be made good. 
This amount, which, except for £4 million, was due to 
the anticipated supplementary defence estimates, the 
Chancellor proposed to obtain as to £30 million from 
loans and as to {24 million from new taxation. 

How is the amount of £24 million of new taxation 
to be raised? The largest portion will be obtained 
from an increase in the tax on motor-cars and motor- 
cycles—the new tax being 25s. instead of 15s. per 
horse-power on motors with a corresponding rise for 
motor-cycles. The yield is expected to be £6} million 
in the present year and {11} million in a full year. 
The Chancellor explained that this increase would 
fall, in the main, on the income tax paying class. 
But it will not have the damaging effect on industry 
and trade which a rise in income tax would have at 
this particular juncture. There can be no doubt 
that it was a wise decision which caused the Chan- 
cellor to keep income tax (and National Defence 
Contribution) at the present rates. When there are 
distinct signs of increasing industrial activity in the 
country, it would be dangerous to raise the rates of 
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income tax in a fourth successive year. It may be 
questioned whether the rise in the tax on moto 
is too steep and whether some other tax might not 
have borne part of this large contribution which the 
motorist is to make. But it must be remembered 
that defence exigencies require a more marked transfer 
of productive capacity in the motor industry towards 
vehicles and engines for rearmament, and it is probable 
that the Chancellor has attempted to foster this trans. 
fer by what might appear to be a penal tax on the 
motorist. 

Sir John Simon has apparently worked on thy 
assumption that increase in surtax does not hay 
effects on industry comparable with an increase or 
income tax—and in this he is no doubt right. To th 
10 per cent. addition which was made to surtay 
rates in the 1931 Budget, the Chancellor has added 
5 per cent. in respect of incomes up to a total of {8,00 
per annum, and 10 per cent. for incomes above this 
datum line. Thus, the aggregate addition on surtay 
rates, as they existed before 1931, is now 15 per cent 
and 20 per cent. for the ranges below and above th: 
datum line. This measure is expected to yield 
£4 million in the present year and £5 million in a ful 
year. One further addition is made to direc 
taxation: estate duty is subjected to a surcharge o! 
10 per cent. of the existing duty on estates of mor 
than £50,000, though, as previously, agricultural land 
is assessed at the rates laid down by the Financ 
Act, 1919, and is not subject to the surcharge. Thy 
principle that sacrifices must be equitably shared 
has led the Chancellor to raise the duties on tobace 
and sugar, the first to yield £7 million in the presen! 
year and {8 million in a full year, and the second t 
yield {4 million and £4§ million respectively. The 
total of these various increases in taxes is estimate‘ 
to produce a negligible surplus on the Budget as « 
whole, after small reductions have been made in the 
entertainments duty and small increases in taxation 
on films and after the medicine stamp duties hav 
been abolished. 


The new taxation which is levied by this Budget 
not, however, its conspicuous feature. As Sir John 
Simon said, ‘‘ the whole of our contemporary publi 
finance is governed and conditioned by our defenc 
expenditure.” The cost of defence in this fiscal year 
is estimated at £630 million, of which £380 millio 
will be met by loan. If it had not been for an addition 
which the Chancellor had to make to his earlie 
estimate because of anticipated supplementary item 
the loan expenditure would have been sufficient, * 
had been generally expected, to meet his defen 
requirements. No increase in taxation would, ™ 
that event, have been necessary. But the speedint 
up of rearmament and the increase in the Territom@ 
Army have introduced new factors. Worse tha! 
that, the announcement of conscription made le 
week will add further burdens which have not bee? 
taken into account, though the projected tax 
rearmament profits will go at least some way towal™ 
meeting them. On the whole, therefore, the 
payer should be gratified at the leniency of t 
treatment which has been meted out to him in tht 
Budget, whatever he may expect of the next. 
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TAXATION 


The Income Tax Acts contain two different pro- 
visions for encouraging thrift, namely, the relief 
given in respect of life assurance premiums and in 
connection with superannuation funds. It will be 
sen that the legislature has not seen fit to give relief 
for the general savings of a taxpayer, but restricts 
it to particular forms of saving. 

Superannuation has been defined as “ an annual 
pension granted to a person on account of long and 
faithful service, old age, or physical infirmity,’ and 
funds to which both employers and employees 
contribute for the purpose of providing such allow- 
ances are a recognised feature of modern civil and 
business relationships. 

Where an employee is required by any general 
Act of Parliament to make contributions towards the 
expenses of providing a superannuation allowance 
or gratuity to himself on retirement or to his legal 
personal representatives on his death, the con- 
tributions are proper deductions from his emoluments 
for income tax purposes (Section 31, Finance Act, 
1922). The amount contributed in the year of 
assessment is deductible from the assessment, i.e., 
the amount of the contribution for the year to 
April 5, 1939, is admissible against the 1938-39 
assessment. If any contributions become repayable 
to the contributor, the person by or through whom 
the sums are repaid must deduct an amount equal 
to the total income tax which would have been paid 
on them if they had not been allowed as deductions. 
Likewise, if any interest is paid with the returned 
contributions, the person making the payment must 
deduct the income tax which would have been paid 
on the interest if the interest had been actually 
paid to the contributor in the years in respect of 
which it is paid. General Rule 21 applies to the tax 
deducted. Details as to the amount of tax to be 
deducted can be obtained from the Inland Revenue 
authorities in such cases. 

The above provisions embrace, inter alia, con- 
tributions by asylum officers, police officers, 
school teachers, local government officers, etc. In 
the case of compulsory contributions under the 
Widows, Orphans and Old Age Contributory Pensions 
Act, however, the proportion deemed to be applicable 
'o the provision of superannuation pensions to 
widows and orphans ({1 per annum in the case of a 
male contributor and 10s. per annum in the case of a 
female contributor) ranks for relief as a life assurance 
premium. 

Where the superannuation is payable as a result 
of a fund set up by agreement between the employer 
and the employees, the question of the admissibility 
of the contributions as deductions depends upon the 
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Superannuation Funds and Allowances 


structure of the fund. Under Section 32, Finance 
Act, 1921, application may be made to the Com- 
missioners of Inland Revenue for the approval of the 
fund. The Commissioners are to approve a fund if it 
complies with the following conditions :— 

(a) The fund is bona fide established under irre- 
vocable trusts in connection with some trade or 
undertaking carried on in the United Kingdom 
by a person residing therein. 

(6) The sole purpose of the fund is the provision 
of annuities for all or any of the following 
persons :— 

(i) employees—either on retirement at a 
specified age or on earlier incapacity ; 
(ii) the widows, children or dependants of 
employees or ex-employees on the 
death of the employees or ex-employees. 

(c) The employer is a contributor. 

(d) Both employ.: and the employees recognise 
the fund. 

The Commissioners are empowered, however, to 
approve a fund, in whole or in part, notwithstanding 
that the rules of the fund permit of a return of con- 
tributions in certain contingencies, or that the 
provision of superannuation annuities is not the sole 
purpose (so long as it is the main one), or if the trade, 
etc., is carried on only partly in the United Kingdom 
and by a non-resident. 

The instrument establishing the fund and the draft 
rules should be submitted for approval before the 
fund is finally settled. Any subsequent alterations 
in the rules require approval. 

An approved fund is exempted from income tax 
(and National Defence Contribution) on its investment 
income; the contributions of the employer are 
allowed as expenses in computing his assessment 
under Case I or Case II of Schedule D—a lump sum 
payment may have to be spread over a number of 
years if the Commissioners so direct—and the con- 
tributions of employees are allowed as expenses in 
their Schedule E assessments (unless admissible for 
relief as a life assurance premium). It should be 
noted that the relief allows the employee to deduct 
the contribution from his emoluments, not from his 
assessment, i.e., the contribution for the year to 
April 5, 1939, is deducted from his salary for 1938-3), 
which normally forms the basis of the 1939-40 
assessment. No relief is therefore available in the 
year of assessment in which the fund is approved. 

Where contributions (including interest) are repaid 
to the employer, the trustees must deduct tax at the 
standard rate for the year in which the repayment is 
made, and hand it over to the Revenue. The em- 
ployer must include the gross amounts repaid in his 
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return as taxed income. In the case of contributions 
(and any interest) returned to an employee during 
his lifetime, or where a lump sum is paid in com- 
mutation of, or in lieu of an annuity, income tax 
thereon is payable by the trustees at one-fourth of 


the standard rate. There is no right to deduct the 
tax from the amount payable to the contributor 
unless the Rules of the fund so provide. Where the 
rules provide for deduction, it is the practice to 
calculate the tax on the net repayment. Where the 
employee was employed abroad, however, no tax is 
payable. 

Where an employee moves from one fund to 
another, his contributions and interest may be 
transferred without any liability for income tax as 
there is no withdrawal. 

Annuities paid out of approved funds are, if the 
Commissioners of Inland Revenue so direct, assessable 
on the recipient (as earned income) under Case VI 
on the actual amount arising in the year of assess- 
ment, unless the annuitant is abroad, when, unless 
the employee carried on his employment abroad, 
tax is deducted and accounted for under General 
Rule 21. 

In the case of a fund which is not approved, but is 
established under an irrevocable trust, the employer 
will be allowed to deduct his annual contributions 
in most cases, each being dealt with on its merits. 
Rarely, however, can employees obtain relief. 

Many funds are registered as friendly societies or 
are arranged with life assurance companies, so that 
the contributions of employees are admissible as 
life assurance premiums. In such cases, reference to 
Section 32 (3) (e), Income Tax Act, 1918, shows that 
relief is obtainable for premiums paid in respect of 
deferred annuities, although a capital sum is not 
payable on death. Employers are allowed to deduct 
their annual contributions as business expenses. 

Those contemplating the establishment of a fund 
should consider the advisability of registering it 
under the Superannuation and other Trust Funds 
(Validation) Act, 1927, otherwise the trust must be 
limited in its duration. 


INCOME TAX: RE-OPENING BY 
INLAND REVENUE 
The power of the Inland Revenue to re-open tax 
cases and go back for a period of six years was 
discussed recently by the Income Tax Committee of the 
Glasgow Chamber of Commerce. A specific instance of 
hardship where the Inland Revenue had re-opened a case 
was brought before the Committee. The Committee 
expressed the view that if a taxpayer or his adviser is in 
_doubt he should be able to go to the Inland Revenue 
and state what it is proposed to do, and if the Inland 
Revenue do not then take exception to it, they should 
not be allowed to re-open the case. 
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TAXATION NOTES 


National Defence Contribution— Payments 
Between Associated Companies 


In this note, the term “ associated company”’ js 
used to simplify the explanation ; the term is not 
used in the Act, but it is a convenient device to 
employ. Where one body corporate is a subsidiary 
of another, or two bodies corporate are both sub- 
sidiaries of a third, the bodies in question are 
associated companies. For this purpose, a body 
corporate is deemed to be a subsidiary of another 
body corporate, if and so long as the second company 
beneficially owns not less than three-quarters of the 
ordinary share capital of the first. Ordinary share 
capital means the whole of the issued share capital 
by whatever name called, except that portion which 
carries a fixed rate of dividend only (or a fixed “ free 
of tax”’ rate). In arriving at the proportion of the 
capital held, indirect holdings are to be taken into 
account as provided in the Fourth Schedule to the 
Finance Act, 1938. 

Section 42 (5) of the Finance Act, 1938, imposes an 
important restriction where one associated company 
pays to another associated company any interest, 
annuity or other annual payment, or any royalty 
or rent. If the paying company is_ resident, or 
carries on any trade or business, in the United 
Kingdom, the payment is not to be allowed as a 
deduction in computing its profits, and is not to be 
included in the profits of the recipient company, 
even if the latter is a company liable to pay N.D.C. 
on investment income. Whether or not the recipient 
company is resident, or carrying on its trade or 
business, in the United Kingdom, is immaterial. The 
provision is retrospective, and applies for the whole 
period of National Defence Contribution. 


Dividend ‘* Tops ”’ 

Every company within the meaning of the Com- 
panies Act, 1929, or created by letters patent or by 
or in pursuance of an Act of Parliament, must comply 
with Section 33 of the Finance Act, 1924, when 
paying dividends or interest. 

This Section requires every warrant or cheque oF 
other order drawn or made, or purporting to be 
drawn or made, in payment of any dividend of 
interest distributed by the company, to have annexed 
to it or be accompanied by a statement in writing 
showing :— 

(a) The gross amount which, after deduction of 
the income tax appropriate thereto, corre 
sponds to the net amount actually paid ; and 

(6) The rate and the amount of income tax appre 
priate to such gross amount ; and 

(c) The net amount actually paid. 

It will be noted that the Section, as summarised 
above, does not require any certificate of the tax 
deduction to be included, but the Inland Revenue 
require that, if a statement is made that the forms 
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will be accepted by them in connection with any 
allowance or relief from income tax, there should 
also be stated :— 


(1) The name of the shareholder ; 

(2) The period for which the dividend or interest 

is declared ; 

(3) The date of payment ; and 

(4) A declaration by the Secretary or other re- 

sponsible official of the company, to the effect 
that income tax on the profits of the company 
has been or will be duly paid to the proper 
officer for the receipt of taxes. 

It is also particularly recommended that a company 
which obtains Dominion income tax relief should 
incorporate an explanatory memorandum to its 
shareholders, in the form shown in the example below. 

It is surprising how many company officials adhere 
to what may be termed the “ old-fashioned ”’ cer- 
tificate of tax deduction where dividends are con- 
cerned. In the case of interest paid, it is sufficiently 
accurate to certify that the tax deducted “ has been 
or will be duly accounted for to the proper officer 
for the receipt of taxes,’’ but such a certificate is 
decidedly inappropriate in the case of dividends, to 
which General Rules 19 and 21 do not apply. The 
appropriate wording is shown in the following 
example of the statement recommended by the 
Inland Revenue. This complies with the principles of 
General Rule 20 (as amended); so long as the 
dividend is paid out of profits which have been taxed 
or will form the basis of a future assessment, tax is 
deductible, but is mot ‘‘ accounted for” to the 
Revenue. 


X. Company, Limited, 
Victoria Embankment, 
May 1, 1939. London, W.C.2. 


No. 

Notice of Dividend for the year ended March 31, 1939. 
To A. Shareholder, Esq. 

A dividend at the rate of 5 per cent. per annum, “ free of 
income tax,’’ on the ordinary shares of the company having 
been duly declared for the year ended March 31, 1939, I 
beg to forward to you the annexed warrant for the amount 
in respect of the shares registered in your name. 

1,000 Ordinary Shares of {1 each at 5% = {50 0 0 
This dividend is equivalent to a gross 

amount of ne aa ani aoe ae. 8 
Less Income Tax at 3s. 6d. in the {* ... 1012 1 
(*See memorandum on back hereof) 


Net amount of warrant .. 50 0 0 


I hereby certify that Income Tax on the profits of the 
‘ompany, of which profits this dividend forms a portion, has 
been or will be duly paid to the proper officer for the receipt 
of Taxes, 

A.B., Secretary. 

This portion of the sheet should be preserved as it will be 
accepted by the Inland Revenue authorities in connection 
wth any claim to allowance or relief from Income Tax. 


Back of Form. 
é Memorandum. 
Section 27 of the Finance Act, 1920, provides for the granting 
relief in respect of Dominion Income Tax at the rate of : 
(a) the Dominion Tax, or 
(¢) one-half of the taxpayer’s appropriate rate of British 
tax (as defined by the Section), whichever is the less. 


of 


Under this Section, the company has obtained, or will 
obtain, relief from British Income Tax by reference to the 
full standard rate of British Income Tax, viz., 5s. 6d. in the 
#, and the rate of British Inccme Tax applicable to the 
dividend is 3s. 6d. in the £ arrived at as follows :— 


- * 
Full standard rate of British Income 
7AM. ass sak ~e ee .. 5 6 in the £ 
Less relief in respect of Dominion 
Income Tax ve cad me 
Rate of tax applicable to the 
dividend ... ies oa sa 


Settlement Estate Duty 

In the case of a death before May 12, 1914, settle- 
ment estate duty was payable on any property liable 
to estate duty which was settled by the will of the 
deceased, or having been settled by some other dis- 
position, passed under that disposition on the death 
of the deceased to some person not competent to 
dispose of it. There were certain exemptions, for 
example, where the only life interest was that of the 
surviving spouse. The duty was abolished in respect 
of deaths after May 11, 1914, but is still of importance 
inasmuch as on the first occasion on which estate 
duty becomes payable in respect of property on 
which settlement estate duty has been paid, and 
the estate duty would not have been payable but 
for the abolition of the settlement estate duty, the 
settlement estate duty so paid is allowed as a de- 
duction from the estate duty payable on the pro- 
perty. The settlement estate duty allowed is not 
liable to estate duty, but is treated as a relief reducing 
the estate duty payable. Simple interest from 
August 15, 1914, is allowed at 3 per cent. per annum 
(in practice 4 per cent. for the period during which 
interest on estate duty was at that rate, namely, 
from July 31, 1919, to April 25, 1933, inclusive), 
on the duty so allowed. The aggregate interest up 
to January 15, 1939, is 87 per cent. This interest is 
to be divided among the persons who would have becn 
entitled to the income from the amount of the 
settlement estate duty if it had been added to the 
capital of the settled property on August 15, 1914. 


SUR-TAX AND ESTATE DUTY CHANGES 


The wording of the Budget resolutions providing for 
increases in sur-tax and estate duty are as follows ;-- 

“That income tax for the year 1938-39 in respect of the 
excess of the total income of an individual over two thousand 
pounds shall be charged at rates in the pound which respec- 
tively exceed the standard rate by the amounts specified in 
the second column of the table in section 6 of the Finance Act, 
1931 (as originally enacted) increased— 

(a) In the case of an amount relating to any part of the 
first six thousand pounds of the excess, by 15 per cent 
of that amount ; 

(6) In the case of any of the remaining amounts, by 20 per 
cent. of that amount. 

And it is hereby declared that it is expedient in the public 
interest that this Resolution shall have statutory effect under 
the provisions of the Provisional Collection of Taxes Act, 
1913.” 

“ That, in the case of persons dying after the twenty-fifth 
day of April, nineteen hundred and thirty-nine, the rates of 
estate duty set out in the Second Schedule to the Finance Act, 
1930, shall, so far as they relate to estates the principal value 
of which exceeds fifty thousand pounds, be increased, in the 
case of each rate, by one-tenth of the amount thereof.” 
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Recent Tax Cases 


By F. HEYWORTH TALBOT and R. A. FURTADO, Barristers-at-Law 


Computation of Profits of Trade of Builder and Land 
Developer._-Freehold Groundrents to be brought into 


Accounts at Cost. 


The decision in B. G. Utting and Company Limited 
v. Hughes, which is noted in the December number of 
ACCOUNTANCY (page 95), has been reversed by the 
Court of Appeal (1939, 2 All E.R. 126). The case 
concerns the method of computing the profits for 
Schedule D of a company which carried on the 
business of developing building estates by laying 
roads and sewers and by building houses. A number 
of the houses built had been sold, while others were 
let on long leases at a ground rent and a premium. 
It was held that the profits were to be computed by 
bringing into account the proceeds of sale of houses 
sold, the amounts of the premiums on leases, and the 
cost or market value (whichever was the lower) of 
the unsold freehold ground rents. In the lower Court 
it had been decided that the ground rents, being 
readily realisable, should be brought in at their 
market value. The Court of Appeal, however, decided 
that, the company having merely let its houses, the 
insold freehold should not be brought in at market 
value, since this would result in bringing into charge 
an unrealised profit. The case of John Emery and 
Sons v. C.I.R. (20 T.C. 213) was distinguished ; in 
that case the builder had sold houses in consideration 
of a Scottish ground annual, and had thereby parted 
with the whole of his ownership for money’s worth. 
The ground annual therefore had to be brought in at 
its market value. As regards the premiums, the 
company contended that these should not be brought 
into computation for the purpose of Case I at all, 
but should be assessed separately under Case III. 
The point arose in the following way. “ Fines in 
consideration of a demise of land’ were formerly 
charged under Schedule A, No. II, Rule 6; by Sec- 
tion 28 of the Finance Act, 1926, however, they were 
transferred to Case III of Schedule D. Rule 6 
contained a proviso excluding from assessment such 
part of any fines as had been applied as productive 
capital, and this applies to the charge under Case ITI. 
It thus became important to determine whether 
the Crown had the option of charging the premiums 
under Case I or Case III, or whether, as the company 
contended, they were chargeable exclusively under 
Case III. The company’s argument was based on 
Salisbury House Estates, Lid., v. Fry (15 T.C. 266), 
where it was held that a subject matter which is 
dealt with under Schedule A cannot be dealt with 
again under Schedule D in order to superimpose 
tax on a margin which is not recoverable under 
Schedule A. The Court, without deciding whether 
the premiums were in fact “ fines,’ held that the 


transference of the charge from Schedule A ty 
Schedule D prevented the application of the Salisbury 
House decision, and consequently the ordinary rule 
which gives the Crown the option of choosing between 
cases of Schedule D was applicable. Leave to appeal 
to the House of Lords was given. 


Schedule D.--Wear and Tear Allowance.-—-Leased 
Plant and Machinery..—“‘ Actual Cost”’ to the Lessee 


The case of Union Cold Storage Company Limited 
v. Simpson, noted in the February issue of Account- 
ANCY (page 173), has been reversed in the Court of 
Appeal (1939, 2 All E.R. 94). The decision in 
the lower Court was that a lessee of machinery, who 
has undertaken to maintain and deliver it over in 
good condition, cannot obtain the wear and tear 
allowance to which he is prima facie entitled under 
par. (2) of Rule 6 of Cases I and II of Schedule D 
if he has incurred no actual cost or capital expenditure 
in connection with the machinery (see par. (6) of 
Rule 6). The Court of Appeal decided that while 
par. (6) limits the allowance given by par. (1) to an 
owner of machinery to the “ actual cost” of the 
machinery, it cannot be construed to limit the 
allowance given by par. (2) to a lessee on a full 
repairing covenant, where the whole of the actual 
cost of the machinery has been defrayed by the 
lessor. Par. (6) only applies to a case where some 
actual cost has been incurred by the person by whom 
the trade is carried on ; it does not deprive a hirer of 
machinery of the relief given him by par. (2). The 
decision in Heyhoe v. Slough Theatres, Ltd. (17 TC. 
488), is thus reversed. It is not clear from the 
report whether the Court considered the question 
whether a hirer of machinery would be entitled to 
continual allowances under par. (2) without regard 
to the relation borne by the aggregate of such allow- 
ances to the cost of the machinery as incurred by the 
owner. Where the lessor undertakes the burden of 
maintenance and restoration, par. (5) provides for 
relief to him by repayment of the tax deducted by 
the lessee on payment of the rent. The Court drew 
attention to the difficulty which may arise in applying 
par. (6) to allowances under par. (5), but declined 
to express any opinion on this point. Leave to appeal 
to the House of Lords was given. 


Surtax——Privately Controlled Investment Company 
Apportionment to Members. 

The decision in C.J.R. v. Tring Investments, Lid. 
which is noted in the March number of ACCOUNTANCY 
(page 210) has been affirmed in the Court of Appeé! 
(1939, 2, All England Reports, 105). 


May, 1939 
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Estate Duty—Aggregation—Property in which the 
Deceased never had an Interest—Moneys payable 
under Life Policy. 

In Tennant v. Lord-Advocate (1939, W.N. 80) the 
deceased had effected a policy of assurance on his 
life, which he assigned to trustees upon trust to pay 
the death duties payable on his death. On his death, 
estate duty became payable on the proceeds of the 
policy under the Finance Act, 1894, Section 2, and 
the question arose whether they should be aggregated 
with the other estate of the deceased for determining 
the rate of duty. The trustees of the deceased’s 
will contended that the money formed an “ estate 
by itself,” being “‘ property in which the deceased 
never had an interest’’ within Section 4 of the 
Finance Act, 1894, arguing that the duty was payable 
only on the money paid by the assurance company, 
which money was not in existence during the deceased’s 
lifetime. The House of Lords affirming the decision 
in A.-G. v. Pearson (1924, 2 K.B. 375) held that the 
deceased, having originally had the sole interest in 
the policy and its proceeds before he assigned it, 
and having had a contingent interest in the policy 
by way of resulting trust even after the assignment, 
could not be said to have never had an interest in the 
policy. The policy moneys were therefore to be 
aggregated with the other estate of the deceased. 
The decision does not appear to affect a case where the 
whole beneficial interest in the policy is from the outset 
vested in some person other than the deceased, as 
where the deceased takes out a policy in the name of 
his wife under the Married Women’s Property Act, 
1882. In such a case the wife takes an immediate 
vested interest in the policy. Cousins v. Sun Life 
Assurance Society (1933, 1 Ch. 126). 


Estate Duty—Interest Ceasing on Death—Death of 
Annuitant under Foreign Will—Estate Comprising 
English Investments. 

In re White, Skinner v. A.-G. (1939, 1 Ch. 131), 
the deceased had been entitled to an annuity under 
the will of a testator, payable out of his residuary 
estate which was being administered in Northern 
Ireland. The estate, at the date of the annuitant’s 
death, consisted largely of English investments. 
The Crown claimed estate duty under Section 2 
(1) (b) of the Finance Act, 1894, on the ground that 
the English investments were property in which the 
deceased had an interest ceasing on her death. 
The claim was resisted on the ground that the deceased 
annuitant had no interest in the specific investments, 
her only right being to have the estate duly ad- 
ministered in Northern Ireland (see Section 2 (2)). 
The Court of Appeal decided that though for the 
purpose of the general law it might not be correct 
to say that the deceased had any right to or interest 
in the particular investments, nevertheless she had 
an “interest” in them for the purpose of Section 2 
(1) (6), the word “ interest ” there having a popular 
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rather than a technical meaning. It is interesting 
to compare this decision with Tennant v. L.-A., 
noted above, where the House of Lords put a wide 
meaning on the same word in Section 4 of the Act, 
and C.I.R. v. Tring Investments, which depended 
largely on the meaning of the same word in Section 14 
(3) of the Finance.Act, 1937. The case should also be 
compared with C.J.R.v. Clark's Trustees (1939 S.L.T. 1) 
(noted in the December number of ACCOUNTANCY, 
page 109), where a similar question arose as to the 
right of a beneficiary in Scottish investments com- 
prised in an American trust, and it was held that the 
investments passed on fae death of a deceased life- 
renter under Section 1. 


LETTER TO THE EDITOR 


To the Editor of ACCOUNTANCY 
An Anomaly 


Srr,—One of our messengers recently met with a 
slight accident in the ‘‘ course of his employment.” 
As a result of this he was laid off, the firm paying him 
full wages, but claiming under their policy for the legal 
liability. 

The man applied for sickness benefit to which, under 
the recent decision, he would have been absolutely 
entitled for illness, although receiving full pay. This 
was refused, apparently quite in accordance with the 
rules, as his disablement was occasioned by an accident, 
but the distinction seems rather “ hard lines.”’ 


Yours faithfully, 


G. M. S. 
London, April 21, 1939. 


We have received copies of “ The Income-tax Bill 
(1938) Analysed,’”” by R. K. Dalal, B.Com., F.S.A.A., 
R.A.; and “ The Income-tax Bill, 1938, Compared and 
Contrasted with Law and Practice in United Kingdom,” 
by R. K. Dalal and R. P. Dalal, Incorporated Account- 
ants. These two pamphlets deal with the Indian 
Income Tax Bill, 1938. The first is a reprint of a series 
of articles contributed by Mr. R. K. Dalal to ‘“ Com- 
merce,’ Bombay ; the second is issued under the auspices 
of the Federation of Indian Chambers of Commerce 
and Industry, “in order that members of the Select 
Committee and the members of the Legislative Assembly 
might be enabled to effect suitable amendments so as 
to improve the provisions of the Bill on the model of the 
English Act.’’ The pamphlets bear evidence of exhaustive 
study of the provisions, and will be of considerable 
interest to those who have to deal with Indian Income 
Tax. It is refreshing to find these examples of expert 
constructive criticism on the part of practising account- 
ants at the time when it is most useful, namely, while 
the Bill is before the Legislative Assembly. The public 
spirit evidenced by Messrs. Dalal deserves the utmost 
praise. We do not presume to criticise their suggestions 
from this distance, though we are led to wonder whether 
the United Kingdom system is in all respects an appro- 
priate model. 
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COMPANY LAW 
Companies—Managing director—Appointment for 10 
years—Change in Company’s Articles—Removal from 
office of director—Breach of contract. 

A managing director holds an office of a special 
kind quite distinct from that of director. But he 
must be a director. An agreement appointing a 
managing director cannot be treated as an ordinary 
service agreement, as in the case of a mere manage- 
ment. Difficulties arise when a person appointed 
managing director for a term of years ceases to be a 
director. In Bluett v. Stutchbury’s, Ltd. (1908, 
24 T.L.R. 469), the company’s Articles empowered 
the directors to appoint a director at any time, but a 
director so appointed was to hold office only until 
the next ordinary general meeting of the company, 
when he would be eligible for re-election. The 
directors had power to appoint any one of their 
number to be a managing director for such period as 
they deemed fit and to revoke such appointment. 
In the case in question the plaintiff was appointed a 
director of the company and on the same date he 
was appointed managing director for four years, by 
an agreement between himself and the company. 
The company could by notice forthwith determine 
the appointment if he should become incapacitated 
from attending to his duties as managing director. 
The plaintiff failed to secure re-election as a director 
at the next ordinary general meeting and the company 
gave him notice to determine his appointment as 
managing director. The plaintiff's action against the 
company for damages for breach of the agreement 
failed on the ground that his failure to obtain re- 
election as director terminated the agreement and 
that the directors had no power to appoint him 
managing director for four years, whether the 
company re-elected him a director or not. 

In the recent case of Shirlaw v. Southern Foundries 
(1926), Lid., and Federated Foundries, Ltd. (1939, 
2 All E.R., 113), the Court of Appeal (Sir Wilfrid 
Greene, M.R., dissenting) upheld a decision of 
Humphreys, J., that the removal of the respondent 
from his office of director was a breach of contract 
on the part of S. F., Ltd., as it was an implied term 
of the contract appointing him managing director 
that S. F., Ltd., would not by any alteration of its 
Articles create any right to remove the respondent 
from his office of director. He obtained £12,000 
damages. Leave was given to appeal to the House of 
Lords. In the judgments in the Court of Appeal 
the distinction between the present case and Bluett’s 
case was not pointed out with any precision. Ap- 
parently, however, the determining factor was that 
in the present case the failure to continue the re- 
spondent in his office of director was due to the 
positive act of the Board of the appellant companies, 
whereas in Bluett’s case the failure of the share- 
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Legal Notes 


holders to re-elect the plaintiff a director was one 
beyond the control of the Board. 

The facts in the present case were that the re. 
spondent was appointed managing director of S. F, 
Ltd., in December, 1933, for a period of 10 years, 
He was to devote the whole of his time to the business 
of the company at a fixed remuneration and there 
was a Clause in the agreement prohibiting him during 
its continuance and for a further period of three years 
from carrying on or being engaged in any similar 
business within 100 miles of the company’s works. 
He also agreed not to solicit or deal with certain 
customers at any time after the termination of the 
agreement. In 1936 new Articles were adopted by 
special resolution of S. F., Ltd., owing to F. F., Ltd, 
having acquired financial control of S. F., Ltd. These 
new Articles empowered F. F., Ltd., to remove from 
office any director of S. F., Ltd., by an instrument 
in writing subscribed by two of its directors and its 
Secretary. This power was exercised against the 
respondent in March, 1937, with the effect that the 
respondent ceased to be a director of S. F., Ltd., and 
consequently ceased to be managing director. If the 
former Articles had remained in force there would 
have been a breach of the express terms of contract, 
but under the new Articles the appointment of a 
managing director was “subject to determination 
if he ceased from any cause to be a director.” No 
reference was made to the existing contract. The 
majority of the Court of Appeal held, as Humphreys, J, 
had held, that the termination was a breach by S. F., 
Ltd., of the agreement of December 21, 1933, caused 
or procured by F. F., Ltd., as it was an implied term 
that S. F., Ltd., would not by any alteration of the 
Articles create such a right and exercise it during the 
period of 10 years. But the Master of the Rolls in his 
dissenting judgment said that though the present 
agreement turned out to be a foolish one in that 
it made no provision for security of tenure, he did not 
think that in the particular agreement in question 
such an implication ought to be made, when its effect 
would be to create obligations to serve in an employ- 
ment different and distinct from that with which the 
agreement expressly dealt. He had never heard it 
suggested and did not think it possible to suggest 
that by merely appointing a director to be managiné 
director for a period, however short or long, the 
company impliedly bound itself to keep him or no! 
to remove him from the office of director. 


EXECUTORSHIP LAW AND TRUSTS 
Secret Trust—Will revoked—Trust excepted from 
revocation—Later will increasing amount subject ¥ 
secret trust—Non-communication to trustees—Failut 

as to amount of increase. 
A secret trust is not enforceable unless the trus 
is communicated to the trustee. If such trust 
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applicable to testamentary provisions, then, in the 
words of Lord Sumner in Blackwell v. Blackwell 
(1929, A.C. 318), “it is communication of the purpose 
to the legatee, coupled with acquiescence or promise 
on his part, that removes the matter from the pro- 
visions of the Wills Act, 1837, and brings it within 
the law of trusts, as applied in this instance to 
trustees, who happen also to be legatees.” 

In Re Collin Cooper, deceased (1939, 2 All E.R.192), 
Crossman, J., had to give judgment in the following 
circumstances. In 1931 the testator appointed 
executors and trustees for purposes of the Settled 
Land Act. He made a second will in 1938 whereby 
he revoked the first will and bequeathed to the 
trustees £5,000 “ upon the trusts which I have already 
communicated to them with respect thereto.” It 
was proved that the testator had previously verbally 
communicated his wishes regarding those trusts to 
the trustees. The sum of £5,000 was to be held by 
them upon certain trusts with a provision that 
ultimately the capital was to fall into the residue of 
the testator’s estate. Later in 1938, two days before 
his death, the testator signed a document cancelling 
the will made earlier in that year and restored “ in 
its complete form ”’ the will made in 1931, adding 
“the sum of £5,000 bequeathed to my trustees in 
the will now cancelled is to be increased to £10,000, 
they knowing my wishes regarding this sum.” Cross- 
man, J., held (1) the gift of £5,000 (which had been 
excepted from the cancelling of the second will) 
was an effective gift, and in accordance with the 
law as decided in Blackwell v. Blackwell the secret 
trusts upon which that sum was held were enforceable 
(2) as to the second £5,000 (the sum whereby the 
testator purported to augment his original gift) 
as the increase had not been communicated to the 
trustees, those trusts could not be enforced. There- 
fore the second £5,000 fell into residue, because it was 
given on a trust which was not effectually declared 
and the position was the same as if it had never 
been given. 


Legacy “* free of duty ’’—Prima facie the direction applies 
only to English duty—Incidence of foreign death duty. 

The importance of specific directions in wills 
where gifts are to take effect free of duty or free of 
tax was illustrated in the recent case of Re Cowlishaw 
(ACCOUNTANCY, April; 1939, page 253). Another 
example was the recent case of Im Re Norbury, de- 
cased (1939, 55 T.L.R. 589). A sum of £15,000 was 
bequeathed “free of duty,” the interest on which 
was to be paid to a German national during her life. 
At the date of the will and of the testator’s death 
she was resident in Berlin and had been so resident 
for many years. By German law the beneficiary 
would have to pay a tax known as Inheritance Tax 
lM respect of her life interest at the rate of 20 per 
cent. The question was raised whether the executors 
ought to pay this Inheritance Tax or to recoup to 
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the beneficiary any amount paid by her in discharge 
of that tax. The case is not governed by previous 
authority, but in Re Scott (1915, 1 Ch. 592) it was 
decided that the words “ free of legacy duty ’’ were 
used by the testator in their strict legal sense as 
meaning the duty imposed by the Legacy Duty Act, 
1796, and amending Acts and not as meaning all 
duties in the nature of legacy duty—and that it did 
not therefore include French Mutation Duty. In 
the present case, Bennett, J., held that, though the 
point was not covered by the decision in Re Scott, 
a pecuniary legacy “free of duty’ comprised only 
duties imposed by English law unless there were 
words in the will which made it clear that duties 
imposed by the law of a foreign country were to be 
paid thereout. Therefore in the present case the 
legacy was not free from the German Inheritance 
Tax. 


MISCELLANEOUS 

Principal and Agent—A uthority of solicitor’s managing 
clerk—Principal’s liability for managing clerk’s fraud. 

It is well established that a principal is liable for 
the fraud of his agent acting within the scope of his 
authority, whether the fraud is committed for the 
benefit of the principal or for the benefit of the agent. 
In the leading case of Lloyd v. Grace Smith & Co. 
(1912, A.C. 716) it was held that the firm were 
responsible for a fraud committed by their repre- 
sentative in the course of his employment against 
a client of the firm. In the recent case of Uxbridge 
Permanent Building Society v. Pickard (1939, W.N. 
128), it was decided that the liability of a principal 
extends also to the case where the fraud of the agent 
is committed against a person who is not a client 
of the firm. The managing clerk induced the building 
society to lend {£500 on the supposed security of 
freehold property by a fraud to which he was a party. 
He had in fact forged title deeds. Atkinson, J., 
had held that the principal was liable because, 
though the building society was not a client of the 
firm, the managing clerk had acted throughout 
within his ostensible authority, even though the 
fraud had involved the forging of deeds. The Court of 
Appeal upheld this decision and held that the de- 
fendant was answerable for the fraud, though the 
persons defrauded were not his clients. The case 
came directly within Lloyd v. Grace Smith & Co., 
with the result that the innocent principal was 
liable and it made no difference that the fraud in- 
volved forgery. It should be noted that it was within 
the scope of the managing clerk’s authority to per- 
suade non-clients to accept mortgages and that il 
the transaction had been genuine it would have 
been within his actual authority. It had not, how- 


ever, been decided, previous to this case, that a prin- 
cipal is liable for fraud committed by his agent, even 
though the injured party is not one of the principal's 
clients. 
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Recording Expenditure 


The methods adopted by local authorities to record 
expenditure are apt to mystify those trained in 
commercial accountancy. It is not difficult to see 
that a set of books which includes no personal accounts 
with creditors is somewhat disconcerting to new- 
comers to municipal work, until they become accus- 
tomed to the unexpected departure from orthodoxy. 
A discussion of the common methods of recording 
municipal expenditure should thus be useful both to 
municipal accountants and their auditors. 


A local authority deals with a vast number of 
suppliers, usually many more than a commercial firm 
of comparable size. Particularly is this so where 
there is little central purchasing, for example, every 
department may buy stationery sundries from a 
different firm. Then again, the items must be allo- 
cated over a wide range of nominal accounts. The 
volume of analysis required is accounted for partly 
by the variety of a local authority’s functions, and 
partly by the fact that because there is, apart from 
trading undertakings, no profits test of success or 
failure, interest in the final accounts is centred on 
the analysis of expenditure. An elaborate dissection 
may thus be justified. Another special feature of 
local authorities’ purchasing transactions is_ that 
relatively few of the items pass through stores and 
other similar suspense accounts ; most of the items 
can be allocated direct to the nominal accounts. 
Finally, when costing can be applied, it often takes 
the form of detailed analysis of the final accounts, 
rather than the installation of a separate set of cost 
accounts. All this tends to increase the volume and 
importance of the analysis of the expenditure. 
Accountants of local authorities are thus tempted to 
lay the stress on this aspect rather than on the 
personal relation with the creditors. Moreover, a 
local authority has not the interest in suppliers which 
is found in many commercial houses. Add to all this 
the fact that until comparatively recently the bulk of 
local authorities’ accounts were (as those of the 
central government still are) on a “receipts and 
payments” basis, as opposed to “income and 
expenditure,” and it is not difficult to understand 
why creditors’ ledgers and day books on the com- 
mercial pattern are conspicuously absent from the 
finance departments of local authorities. 


Whatever system is installed for recording pur- 
chases must be applied to a host of departments of 
varied size and function. Even where there is a 
central buying department many of the liabilities 
will be contracted by the outside departments. In 
municipal circles the custom is to make the order 
book the basis of the system. No goods must be 


supplied without a written order signed by an author- 
ised person. All invoices when received are related 
to the order, and an entry is made on the duplicate 
copy of the order when the account is paid. The 
“marking off’’ of the order upon payment consti- 
tutes the principal safeguard against duplicate pay- 
ments. For such periodical. charges as gas and 
electricity, where an order is not necessary, a register 
is compiled. The orders which are not “ marked 
off’ as being paid show the liabilities contracted 
but not yet discharged. If at any time the authority 
wishes to ascertain its total commitments the “ un- 
marked off’ orders can be used in the compilation 
of the figures. 

Naturally the details of the system vary between 
authorities ; sometimes the order book is supple- 
mented by a central index for all departments, kept 
alphabetically under names of suppliers and giving 
reference to the voucher numbers of accounts, thus 
enabling the transactions with any particular creditor 
to be rapidly traced. Carried to its extreme the 
order-book system resulted in what was known as 
the “‘ official invoice ”’ or “‘ order-check ” system, now 
falling into disfavour. Under this system each order 
was accompanied by a blank invoice which the trader 
was required to complete. No payment was made 
until the invoice was completed. The system 
automatically established the connection between 
the issue of the order and the account for payment, 
but it had many disadvantages : it was a nuisance to 
suppliers ; it tended to become a farce in the case of 
such expenses as gas and electricity accounts; it 
encouraged fraud, in that there was always the 
danger of someone in the office completing an invoice 
form to support a fraudulent payment, a step which 
is more difficult where original tradesmen’s invoices 
are insisted upon ; and, a point not widely appreciated, 
it frequently led to a loss of discount, etc., for the 
trader did not invariably reproduce on the official 
form particulars of any discount he was prepared to 
allow. The system is not now widely used. 

From the accountancy standpoint municipal sys- 
tems fall into four main categories. They are as 
follows :— 

(a) Converted cash basis ; 

(6) Hybrid expenditure journal ; 

(c) Complete expenditure journal ; 

(d) Creditors’ ledger. 
Under the first three methods individual accounts 
with creditors are not maintained except in such 
special instances as income tax, contractors’ deposits, 
etc. The distinctive features of each of these systems 
will now be discussed. 
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Under the first system, the converted cash basis, 
payments made during the year are analysed direct 
to the nominal accounts, the book-keeping entry 
being a debit to nominal accounts and a credit to 
cash. At the end of the year the payments are 
converted into expenditure as follows. In the cash 
book for the following year those items which relate 
to the previous year are grouped and separately 
entered from those relating to the current year. A 
journal entry is then made debiting the nominal 
accounts of the previous year in detail and crediting, 
in total, an aggregate creditors’ account which 
functions at the end of the year only. In the new 
year the aggregate creditors’ account is immediately 
cleared by a single posting from the cash book. 
(Dr. creditors’ A/c; Cr. cash.) There are two 
factors which encourage local authorities to persist 
in this system. They are: (i) The existence of the 
statutory “‘ Order on Treasurer’ prescribed by the 
Local Government Act, 1933. Local authorities list 
their accounts for payment, and after presentation 
to the committee such lists are signed by the prescribed 
persons and become the Order on Treasurer. Usually 
lists are prepared monthly for each committee. The 
book-keeping can be easily arranged so that the lists 
form the payment side of the cash book. Work on 
the cash book is reduced by the simple device of 
making an extra carbon copy of the order, and 
regarding it as the credit side of the cash book. As 
the order has to be fairly detailed it is only natural 
that local authorities should tend to use it as the 
basis for the analysis to the nominal accounts. 
(ii) The fact, alluded to later, that in practice the 
finance department cannot often obtain the bills 
until payment is due, tends to reduce the value of 
other methods. 

But the converted cash system is clearly deficient 
in certain respects. Only when the books are closed 
for the year do the nominal accounts show the true 
expenditure, and if the accounts are written up from 
a copy of the Order on Treasurer they cannot be 
completed until all the accounts relating to the year 
in question have actually been presented to the 
committees for payment. The system also fails in 
that during the year the items of expenditure are 
grouped according to the month in which they are paid, 
and not according to the month in which the liability 
was incurred, thereby making the preparation of 
interim statements of expenditure exceedingly diffi- 
cult. Finally, the theoretical objections to the book- 
keeping principles adopted are considerable, especially 
as the Accounts (Boroughs and Metropolitan Bor- 
oughs) Regulations, 1930, must be complied with in 
respect of any accounts subject to district audit. 
The Order provides that an account for “ each person 
© group of persons” to whom money is due and 
owing by the Council during the year must be main- 
tained. There is little doubt that the converted 
cash system does not strictly comply with this re- 
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quirement, but if an authority is so situated that 
it is difficult for the accountancy department to 
obtain the bills before they are due for payment in 
order to compile a true expenditure journal, it is 
easy to understand the reluctance to embark upon 
the compilation of an expenditure journal which is a 
duplication of work, merely to comply with the 
letter of the Order. 

Under the second method —the hybrid expenditure 
journal—the bills just before, or just after, pre- 
sentation for payment are re-entered in an expendi- 
ture journal in monthly batches, the totals of which 
agree with the corresponding totals of the Order on 
Treasurer for the month. The ledger entries made 
are a debit to the nominal accounts and a credit to 
the aggregate creditors’ account. The aggregate credi- 
tors’ account is cleared each month by the posting 
from the cash book. In the first two or three 
months of the year the accounts paid each month 
are divided into two categories ; those referring to 
the old year and those referring to the new. Those 
falling into the first category are entered into the 
expenditure journals for the old year and those 
falling into the second category are entered into the 
expenditure journals for the new year. The principal 
advantage of this method over the converted cash 
system is that the journal can be arranged in the most 
suitable way for posting purposes. For example, an 
account due to a tradesman may refer to more than 
one section of the particular committee’s activities. 
If necessary it can be “ split ’’ and entered in more 
than one section of the journal, thus avoiding cumber- 
some analysis. Or again, the journal may be so 
arranged that it gives cumulative totals under the 
various headings of expenditure so that only quarterly, 
half-yearly or even annual postings need be made to 
the ledger. The argument against this method is 
that in practice the so-called expenditure journal 
tends to become merely a copy of the Order on 
Treasurer. Bills are normally sent direct by the 
supplier to the various departments where they go 
through the process of checking, certification and 
entry into subsidiary books such as stores records. 
In practice, therefore, it is difficult for the finance 
department to obtain the invoices until the time has 
arrived for payment. As a matter of fact, cases are 
known where the expenditure journal is written up 
after the accounts have been scheduled. 

The third method, the complete expenditure 
journal, proceeds on much sounder lines. An attempt 
is made to get the accounts certified as soon as 
possible and passed to the finance department. 
They are then entered into the expenditure journal, a 
separate section being kept for each month, or other 
suitable period. Subsequently they are paid, the 
usual payment schedule being made out. After the 
accounts have been paid, each item in the expendi- 
ture journal is referenced to the payment, so that 
the unreferenced items in the journal represent 
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the unpaid accounts and when listed agree with the 
balance of the aggregate creditors’ account for the 
particular committee or section of the committee. 
This is a true expenditure system and has the advan- 
tage of classifying properly each month’s expenditure, 
irrespective of the date of payment. The book- 
keeping entries are to debit the nominal accounts 
and credit, in total, the aggregate creditors’ accounts 
from the expenditure journal. Cash book items are 
credited to cash and debited, in monthly totals, to 
the aggregate creditors’ account, the balance of which, 
as stated above, should agree with the ‘‘ unmarked ”’ 
items in the journal. There seems to be little to be 
said against this system which accords with the 
principles of accountancy. For its complete working 
it requires the early delivery of bills to the finance 
department. In some authorities the journal is 
entered up by the departments ; a practice which is 
common in many authorities in respect of poor law 
institutions which have inherited the old day books. 

The fourth method is to keep personal accounts 
with individual creditors. Few authorities keep such 
accounts. When municipal accountants adopt this 
method they usually endeavour to arrange the 
creditors’ accounts in such a way that they can enter 
the information direct into the accounts from the 
bills, and then, by means of analysis columns, provide, 
in the creditors’ account itself, the analysis for 
the corresponding debit to the nominal accounts. 
Mr. Carson Roberts in his book Local Administra- 
tion—Finance and Accounts suggests that in the 
case of regular creditors, separate accounts should be 
opened, while in the case of those with whom dealings 
are casual a grouped or omnibus account should be 
operated. The grouped account which he suggests 
is very like an expenditure journal, except that it is a 
full-blooded debit and credit account, instead of a 
journal with the payment side “ marked off” with the 
voucher number or in some other way. 


IN PARLIAMENT 


DEBENTURE RECEIVERSHIPS 
(REMUNERATION) 

Sir George Broadbridge asked the President of 
the Board of Trade whether his attention has been 
called to the remuneration and expenses paid to receivers 
appointed by debenture holders of companies ; will he 
consider introducing legislation to amend Part VI of 
the Companies Act, 1929, so as to provide for a standard 
scale of fees and expenses, and also for the notification 
to the shareholders of such companies of a statement of 
receipts and expenses respecting such receivership ; and 
that, in the event of there being no assets for distri- 
bution to the shareholders, a liquidator be appointed 
by the court to wind up such company ? 

Mr. Stanley : I have received no complaints on the 
matter referred to by my hon. Friend. Every receiver 
appointed by debenture holders is required to file an 
abstract of his receipts and payments with the Registrar 
of Companies every six months, and these abstracts are 
open to inspection. When a receiver has been appointed 
by debenture holders and the company subsequently 
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goes into liquidation, it is open to the liquidator to 
apply to the court to fix the amount of the receiver's 
remuneration. If there is no liquidation it is always 
open to a creditor or shareholder of a company to 
present a petition to the court for a compulsory winding- 
up order. In the circumstances, I see no ground for 
legislation. The points raised in the question have, 
however, been noted for consideration when the amend- 
ment of the Companies Act, 1929, is under review. 


INCOME TAX 

Mr. R. Gibson asked the Chancellor of the Ex- 
chequer whether, before finally deciding on his Budget 
proposals, he will consider favourably making permis- 
sible, for income tax assessment, deductions in respect 
of medical expenses, nursing home costs, and surgeon's 
fees, which have been necessarily incurred to enable a 
wage-earner to continue earning an income from which 
income tax is leviable ; and whether he has any statement 
to make on the subject ? 
Sir J. Simon : I regret that I cannot see my way to 
adopt the hon. Member’s suggestion. 
Sir C. Rawson asked the Chancellor of the Exchequer 
whether, with a view to stimulating recruitment for 
the Territorial Army, he will, irrespective of the Budget, 
give consideration to a proposal to relieve employers 
from payment of an amount of income tax equivalent 
to the wages of each employee for a fortnight who has 
completed in any given year his fortnight’s Territorial 
camp training, and thus encourage both the employer 
and employee to respond to the national appeal ? 
Sir J. Simon : My hon. Friend invites me to consider 
his proposal “ irrespective of the Budget,” but if the 
general taxpayer is to pay these wages, the financial 
effect has to be considered, and I am afraid that I cannot 
entertain the suggestion. 
Mr. Owen Evans asked the Chancellor of the 
Exchequer whether he will enter into negotiations with 
the British Dominions overseas, which do not already do 
so, for arrangements under which they will grant any 
balance of relief required to eliminate the lower of the 
two rates of income tax ? 
Sir J. Simon: The granting by Dominions of the 
complementary relief to which my hon. Friend refers 
was recommended in the scheme for relief from double 
income tax within the Empire put forward by the Royal 
Commission on the Income Tax in 1920, which is imple- 
mented, so far as relief from United Kingdom tax is 
concerned, by the provisions of Section 27 of the Finance 
Act, 1920. The question of reviewing the scheme has 
been raised with the Dominions on more than one 
occasion since then, and I am afraid that it would not 
serve any useful purpose to reopen the matter with them 
at the present moment. 


In the latest figures for road accidents issued by the 
Ministry of Transport, there is evidence of response 
on the part of all users of the road to the laudable 
efforts made in recent years in the interests of public 
safety. Designed to aid this object, an interesting 
folder, which, by the turn of the finger, illustrates 
photographically the main causes of road accidents and 
gives hints on their prevention, has been produced by 
the Liverpool & London & Globe Insurance Company, 
Ltd. A copy of the folder may be obtained from the 
company. 
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for Markets Resist but Recede 

ve, The London stock market withstood the shock 
of the Albanian invasion remarkably well. It may 
be that over Easter the general run of investors had 
got out of touch with events, or that the Premier’s 
leisurely return from his holiday, and the interval 


. before Parliament was to meet, had dispelled the 
ect initial fears of immediate consequences. But for 
as the Cabinet to meet, and Parliament to be summoned, 
ae on a Bank Holiday was sufficient to indicate a 


major crisis. In these circumstances the moderate 
reaction of prices contrasts well with the 10 point 
a slump on Wall Street. On the first day after the 
holiday the Financial News index of Ordinary shares 


re fell 1.7 points, but this still left it 5-4 points above 
“a the low point of 73-7 touched at the time of the 
ens Munich crisis and again in January. Later dis- 
ent turbing news of German fleet movements knocked 
has off only another point. The gilt-edged market, 
mn which in a crisis stands to bear the brunt of any 


actual liquidation, remained equally cool, though 
der in this case a resistance point was found only at the 
the Munich levels or even lower. Since the beginning of 


cial the year there has, in fact, been a marked decline 
= in fixed-interest prices relatively to equities. Quite 
the apart from the renewed political uncertainty, such a 
“ith movement might have been expected from the mere 
prospect of over {350 million of arms borrowing 
ae particularly as it is now generally accepted that 
borrowing on this scale should be sufficient to bring 
the about a state of ‘‘ full employment ” within the year 
fers —though this result may be delayed if the political 
ble uncertainty causes a severe setback in private 
: investment. 
es Need Gilt-Edged Fall ? 
has By the timely publication of two articles in The 
= Times, Mr. Keynes has made a useful contribution 
= to the current discussion of rearmament finance, 


which may help to clarify public thought on the sub- 
ject. One of his chief points was to emphasise that 
the there need be no fear of inflation—however rearma- 
nse ment expenditure is financed—-so long as unemployed 
ible resources exist, for the Government loan expenditure 


“~ will itself create an equal amount of savings. Mr. 
vs Keynes argues that the increase in primary demand 
and caused by the loan expenditure will be about £200 

. million. Asthe money percolates through the economic 
ay system it will give rise to another £200 million of 
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secondary demand. Of the total of £400 million, he 
continues, a part will be saved, and this will be 
sufficient to provide the increase in Government 
loans. This does not imply that Government loans 
can be floated to any amount without depressing 
gilt-edged prices. In the first place, no loan should be 
floated until the new savings have been generated ; 
that is the expenditure must be financed initially 
by credit expansion, for example, by the issue of 
Treasury bills, Secondly, the terms on which loans 
can be floated are determined by the competing 
attractions of other uses for the money. If the 
additional expenditure were allowed to cause a 
profit inflation, a spate of company issues might 
compete with the new Government issues at rising 
rates of interest. Or with the reduction of unemploy- 
ment investors might in any case find the present 
high yields on equity shares irresistible. Again, 
if the authorities pursue a restrictive credit policy, 
it will be necessary to offer high rates to induce 
investors to part with more liquid assets in exchange 
for the additional Defence bonds. Finally, savings 
may be exported to take advantage of more attractive 
yields abroad through the purchase of foreign securi- 
ties. This is one of the chief dangers to a cheap 
money programme, particularly at a time of rising 
taxation. To prevent it, foreign issues were banned 
at the time the original cheap money programme was 
introduced in 1932. These restrictions were rein- 
troduced at the beginning of this year; and Sir 
John Simon followed them up a few days ago by 
issuing a request that foreign securities should not be 
bought for investment. The difficulty of floating 
new issues on any terms is, of course, intensified if 
prospective holders think they will get better terms 
later on. In this connection, Mr. Keynes, in the 
articles mentioned, made a suggestion which has 
been largely misinterpreted: namely that the 
Treasury should announce that it will not borrow 
under any conditions at more than 2} per cent. 
This does not, of course, mean that War Loan is to 
be placed on a 2} per cent. basis. It means only that 
if the Treasury cannot float anything but short-dated 
stocks on a 2} per cent. basis (which is undoubtedly 
true at present), then it must issue shorts. It would be 
quite possible for a yield of 24 per cent. on shorts 
to rule side by side with a yield of 5 per cent. or 
War Loan. But this would simply indicate that the 
market as a whole wanted the greater liquidity of 
short-dated stocks; and in this case it would ob- 
viously be wise to give the market what it wanted. 
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Cheap Money Endangered 

In the light of these last remarks it may seem 
paradoxical in the extreme that in the past few 
weeks short-dated and medium-term. Government 
securities have fallen as heavily (in absolute terms) 
as the irredeemables, so that yields on the shorter 
stocks have risen sharply as compared with those 
on the “longs.” The explanation is relatively 
simple. The political crisis naturally gave rise to a 
general desire for liquidity; and the authorities 
failed to increase the supply of liquid assets by 
keeping credit conditions easy. On the contrary, 
bankers’ deposits at the Bank of England—the 
basis of credit—were in the first three weeks of 
April kept down to £12 million below their level a 
year earlier, when the political situation was far 
less threatening. This being the case it is not 
surprising that the crisis produced a remarkable 
rise in the yield on the shortest Government security 
of all, that is, Treasury bills. At one point, the 
Treasury bill rate rose to 1 per cent. (t.e. within 
3 per cent. of bank rate), and there were even fears 
that a further rise in market discount rates might 
force up Bank Rate. Fortunately, such a rise was 
averted, partly by the belated action of the authorities 
in easing conditions by purchases of July bills, but 
chiefly through more cheerful views of the political 
outlook. The authorities have been much criticised 
for allowing the sharp rise in discount rates to take 
place. In contrast with the position last September, 
when we lost £100 million of gold in a month; there 
was remarkably little pressure on sterling. If the 
object of allowing rates to harden were to protect 
the gold reserve, it would in any case have been 
necessary to prevent the premium on forward dollars 
widening to the point at which more could be earned 
by buying dollars spot and selling them forward 
than by investing in Treasury bills. In actual fact, 
the technical causes of the rise were largely domestic. 
The banks, as usual in times of crisis, were allowing 
their bill holdings to run down in order to strengthen 
their cash reserves. In tendering for bills, therefore, 
the discount market had no assurance that it could 
re-sell them at less than Bank Rate—nor even that 
that rate would remain at 2 per cent. Under these 
conditions, only active buying of bills and an official 
reaffirmation of the cheap money policy could have 
averted a rise in rates which served no useful purpose. 
On the contrary it has definitely undermined con- 
fidence in cheap money ; and unless that confidence 
is restored the finance of rearmament must be 
technically more difficult and also more expensive 
than was necessary. 


Dollar Securities in Wartime 

Shortly after President Roosevelt’s message to 
the Dictators—the first departure from American 
isolationism on the political front—reports came 


from the United States suggesting that America 
was prepared to help the democracies on the financial 
front also by arranging for the liquidation of British 
and French dollar securities. If war should come, there 
is no doubt that this country would again require con- 
siderable economic assistance from America; and to pay 
for this assistance it would again be necessary to realise 
our holdings of dollar securities. Such holdings are 
admittedly vastly smaller than at the outbreak of the 
last war. Sir Robert Kindersley’s figures show only 
£55 million nominal of U.S. rails, but total British- 
French securities are estimated at $3,000 million. 
Their amount is in any case sufficient to compel the 
closing of the New York market if individual holders 
attempted to realise on the outbreak of war. Asa 
measure of self-defence alone, therefore, America 
would benefit from some arrangement to ensure 
their orderly liquidation. Reports were denied that 
such a plan was being discussed, in which the R.F.C. 
(a Government organisation) would take part, 
but there seems little doubt that this matter was 
dealt with at the President’s financial conference. 
The Johnson Act (which forbids financial aid to 
war-debt defaulters), and possibly also the “ cash- 
and-carry ” legislation, stand in the way of direct 
U.S. Government credits. It is thus possible that 
the American banks would be asked to make advances 
against British and French security holdings. 


OUTSTANDING SPANISH’ DEBTS 


It is the intention of H.M. Government to attempt, 
as soon as circumstances permit, to negotiate with the 
Spanish Government a comprehensive arrangement 
covering outstanding debts due from Spain and 
Spanish territories to the United Kingdom. In order 
that complete data may be available for these negotia- 
tions, the Board of Trade are anxious to obtain any 
information that may still be outstanding regarding all 
trade and financial debts due from persons in Spain or 
Spanish territories to persons in the United Kingdom 
which have not yet been transferred. For this 
purpose, they would be glad if persons and firms 
having outstanding debts due to them from Spain 
or Spanish territories would furnish (if they have not 
already done so) the particulars of such debts as 
soon as possible to the Assistant Secretary, Commer- 
cial Relations and Treaties Department, Board of 
Trade, Great George Street, London, S.W.1, from 
whom a note of the particulars required can be 
obtained. 

Particulars need not be furnished if pesetas have 
been deposited at the Banco Exterior de Espatia 
under the Anglo-Spanish Payments Agreement, 1936, 
or if the debts are commercially bad and irrecoverable, 
or if they are claims against the Spanish Government 
arising out of the civil war. 
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Points from Published Accounts 


Dunlop Rubber Company.—-The Dunlop Rubber 
Company’s annual report in itself provides sufficient 
accounting points to fill these notes. The general set-up 
of the report should, by now, be familiar to all 
accountants. In addition to the statutory balance sheet 
and profit and loss account, it includes a consolidated 
statement of assets and liabilities of the company and 
its subsidiaries (including sub-subsidiaries which are 
controlled by shares and votes to the extent of over 50 
per cent.). The group’s total profits are set out in a 
separate comparative statement and to complete an 
excellent report the directors add a statement of com- 
parative results, surplus and reserves, and net current 
assets covering the six years 1933 to 1938. With such 
a wealth of material it is, of course, necessary to par- 
ticularise. One interesting point arising from last 
year’s results is to be found in the treatment of profits 
of certain subsidiary and associated companies 
“situated in countries in which the economies are 
closely controlled ’’—a form of words which appears to 
go somewhat beyond actual exchange control. The 
directors have always adopted the sound principle that 
assets and profits of the subsidiaries which operate in 
such areas cannot be consolidated without losing com- 
plete touch with financial reality. Hence, in the con- 
solidated assets statement, the parents’ interests in sub- 
sidiary and associated companies situated in countries 
whose economies are closely controlled are treated as an 
investment, and shown at the sterling figure at which 
they stand in the Dunlop Rubber Company’s books. 
The growth of economic nationalism last year is apparent 
in the increase in this item from £353,769 at the end of 
1937 (which, it is understood, referred to the German 
subsidiary) to £1,358,480 last year. This latter figure 
includes the company’s Japanese interests and probably 
other items in addition. In a similar way, the profits 
of these subsidiaries which are subject to autarchic 
control are included in the consolidated statement only 
to the extent to which the Dunlop Rubber Company 
has been able to transfer them into sterling. It happens, 
incidentally, that such profits transferred last year were 
not attributable to operations in 1938 itself—the state- 
ment of profits adopted some years ago has always 
lifferentiated between currently earned consolidated 
profits and those amounts which have been received by 
the parent company, but do not represent normal 
earnings attributable to the year covered by the report. 
lt may be argued that this technique of differentiating 
between the “ free ’’ subsidiaries and the “ controlled ” 
subsidiaries goes a considerable way towards disarming 
those critics of consolidation who suggest that con- 
trolled exchanges prevent any realistic grouping of the 
assets and profits of the subsidiaries affected. The 
Dunlop answer, of course, is the right one—that these 
items cannot legitimately be consolidated with the rest 
of the free undertaking. 


Advances and Current Accounts.—The Dunlop 
Rubber Company in recent years has increasingly 
acted as banker for the group as a whole. Reference to 
the parent company’s balance sheet shows that bank 
balances, deposits, cash in hand and in transit amounted 
a December 31, 1938, to £2,940,756, while the con- 


solidated cash holdings of the entire group, less bank 
loans, amounted to £2,789,798. From this it is apparent 
that the subsidiaries are subject to efficient financial 
control. Hence it is particularly interesting that the 
latest balance sheet of the parent company makes a 
distinction between advances and current accounts, 
both for subsidiary companies and associated companies. 
To take the first group as an example, the book value 
of the company’s investments and advances in sub- 
sidiary companies at cost, less amounts written off and 
reserves, totalled £14,240,372 (against this total there 
is a special reserve of £2,315,000 which, however, is not 
relevant to the present point). Of this total of £14} 
million, shares in subsidiaries amount to £7,114,632, 
advances to subsidiaries to /£6,323,265 and current 
accounts to £802,475. There is a touch of realism about 
this method of accounting which might well be examined 
by other companies. Too often the total of advances 
in current accounts made by a parent company to 
subsidiaries is regarded as being in the nature of a 
current asset. In actual fact, of course, it is usual to 
find that the bulk of the advances concerned are in the 
nature of fixed capital supplied to the subsidiary and, 
like the parent company’s share investment in sub- 
sidiaries, could actually, without technical difficulty, be 
capitalised. Some people, in analysing balance sheets, 
still regard subsidiary companies’ advances in current 
accounts as equivalent to cash assets of the parent com- 
pany. The distinction between long-term advances and 
current accounts which the latest Dunlop Rubber balance 
sheet draws is surely to be preferred. 


Dunlop Plantations.—In the Dunlop Plantations 
balance sheet an attempt is made to face the old problem, 
“When is an asset not an asset ?,’’in a new way. This 
subsidiary last year experienced a net loss, after deprecia- 
tion, of £73,177, and owing to the special relations 
between the plantations company and the parent com- 
pany there was no balance at profit and loss account 
brought forward from the previous year. Normally, 
therefore, the loss of £73,177 would have appeared 
unashamedly as an asset in the balance sheet. In 
economic terms the sum represents an actual consump- 
tion of capital during the past year and the directors 
have recognised this point by deducting the deficit from 
the total issued capital. The latter amounts to 
£2,770,000 and is extended into the outer column on 
the liabilities side. On the following line the profit 
and loss account deficit is shown immediately under the 
figure for issued capital and a net sum of £2,696,823 
(which the directors, perhaps wisely, have not attempted 
to describe) then follows. 


British Oxygen.—The utility of comparative figures 
could not find a better illustration than in the latest 
report of the British Oxygen Co., Ltd., to December 31, 
1938. Last year the directors decided to change the 
method for accounting income tax from a gross to a net 
basis. In 1937, dividends were shown gross and a 
round sum of £100,000 (compared with net profits of 
£708,675) was treated as an allocation to income tax 
reserve after providing for dividends and general reserve. 
The new method is to treat income tax by the sterner 
principle that it is a charge against profits. The pro- 
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vision shown in the consolidated statement represents 
the full liability for the group, and accordingly dividends 
on the preference and ordinary stocks which, in 1937, 
were on a gross basis, are now on the more realistic net 
basis. It would have been plainly impossible to compare 
the movement of net profits between 1937 and last year 
by reference to the respective reports. Fortunately, 
British Oxygen provides comparative figures and those 
relating to 1937, which are published in the 1938 report 
for comparative purposes, have been adjusted to take 
account of the changed method of charging income tax. 
The effect of the change may be measured by a com- 
parison of the consolidated profit of the organisation, 
which was shown in the 1937 report at £823,887, with 
the figure of £570,693 for the same year which appears 
in the 1938 report for comparative purposes. Again, the 
parent company’s appropriation of £100,000 for income 
tax in 1937 has also been expanded to £229,764 for 
comparison with the 1938 income tax charge on the 
new basis. 


Profits and the Budget.—Budget secrecy places 
those companies whose reports are published before the 
Chancellor of the Exchequer’s statement but whose 
dividends are payable after budget day in a quandary. 
Two examples may be selected from the past month’s 
reports. The directors of Colvilles, Ltd., whose report 


STUDENTS 


Goodwill and 


In circumstances where all interested parties agree 
upon a proper valuation of goodwill, its treatment 
in the accounts still has to be considered with care. 
This is well exemplified in the case of partnerships. 
The difficulty in such cases is due mainly to the fact 
that goodwill is not usually shown in the accounts. 
Even where it is realised that goodwill exists and has 
value, it is generally written back to the partners’ 
capital accounts and thus eliminated from the 
balance sheet. 

In partnerships, goodwill calls for consideration 
whenever there is any change in the constitution of 
the firm, and, at the outset, it should be clearly 
realised that if goodwill actually exists, then, whether 
it is shown in the accounts or not, it is an asset which 
possesses a saleable value, and it gives rise to “‘ super- 
profits.” The accounting will here be discussed 
mainly with reference to the first of these points, but 
the conclusions could be reinforced by argument 
based on the second, though in that case the argument 
would become decidedly theoretical. 

An incoming partner would first contribute his 
capital, in one form or another. No difficulty at all 
is encountered here. In relation to goodwill four 


cases can now arise. First, if no account for goodwill 
exists in the books and no goodwill in fact exists, 
nothing more is required. No premium should be 
paid, for the obvious reason that the incoming partner 
would receive nothing in exchange for it. Second, 


was issued on March 29, recommended payment of fina! 
dividend on the ordinary stock for the year 1938 of 5 per 
cent., less tax. The company’s meeting, however, was 
not held until April 27, two days after budget day. 
Hence the directors had no knowledge when their report 
was signed of the rate at which tax was to be deducted 
from the final dividend and the balance of available 
profits was struck after providing full dividend on the 
preference stock for the year less income tax, but only 
the interim dividend on the ordinary stock. In the case 
of the Hudsons Bay Company, the directors’ report is 
dated April 14, 1939, but dividends are not payable 
until May 15 next. The gross sum represented by the 
proposed 2} per cent. ordinary dividend from trading 
profits amounts to £62,306 and since Dominion income 
tax relief has been agreed with the Inland Revenue 
at 2s. in the f, the directors have computed the net 
sum required less income tax at 3s. 6d. in the /, reducing 
the cash payment involved to £51,042. The resolutions, 
however, which will be proposed at the annual meeting, 
provide that £62,036 “‘ less income tax ”’ be applied out 
of trading profits in payment of the 24 per cent. dividend 
Hence any change in the rate of income tax would 
necessarily affect the net amount of income tax deducted 
from the dividend and the net appropriations shown 


in the report. 


Partnerships 


if goodwill itself does not exist, but an account exists 
with a balance upon it purporting to be the value of 
goodwill, this balance should be written off to the 
capital accounts of the old partners at the old profit- 
sharing ratio, since otherwise the new partner would 
sooner or later have to bear his proportionate part 
of the debit when this fictitious asset is written-off 
Third, if goodwill exists in fact, but is not shown in 
the accounts, a premium should be paid by the 
incoming partner to the old partners, since otherwise 
he would obtain a gratuitous share of the profit 
which would arise upon revaluation or sale. In the 
case of a sale, the whole of the proceeds would be 
profit, since the book value is nil. The amount of 
the premium should be the sum which is in the same 
proportion to the whole agreed value of goodwill 
as the incoming partner’s share of profit or loss is to 
the whole of the profit or loss. In other words, it 
would be the amount by which he would profit if the 
goodwill was immediately sold. This premium 
belongs to the old partners in the proportions in which 
they shared profits, and may, according to agreement, 
be paid by them into the business as further capital 
or kept by them outside the business. Fourth, if 
goodwill exists and is shown in the accounts at its 
proper value, nothing more than the introduction of 
his capital is required from the incoming partnet, 
since, in the event of sale or revaluation, there would 
be no profit or loss to be divided and the old partners 
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capital accounts already include a claim upon the 
assets in respect of the full value of goodwill. It 
could also be argued in this case that if interest on 
capital was allowed, all the “ super-profits ’ would 
be diverted for the old partners’ benefit. 

Where partners agree to change their profit-sharing 
ratio, similar considerations apply. If goodwill 
exists, but is not in the accounts at a reasonable 
figure, it must be entered : debit goodwill and credit 
capital accounts, in the old ratio. Presumably the 
goodwill was created while the partners were sharing 
in the old ratios, and, if the above entries are not 
made, the partners might subsequently share in the 
new ratio a profit on the realisation or revaluation 
of goodwill which ought to have been shared in the 
old ratio. Once the partners have made the above 
entries, they can, if they wish, eliminate the goodwill 
once again from the accounts by writing it back to 
the capital accounts, this time at the new ratio. If 
goodwill is in the books at a proper figure, then 
no entries in this respect are required, since, if any 
profit or loss arises later, it must be due to changes 
which arise in the value of goodwill after the change 
in the profit-sharing ratio, and it is therefore equitable 
that the partners should share such a profit or loss 
in their new ratio. 

If a partner dies or retires, two questions must be 
answered. To how much is he entitled? How is 
this sum to be paid ? Goodwill must be considered 
as part of the first question, and four cases arise as 
they did in relation to an incoming partner. If 
no goodwill exists and no account for it is in the 
books, then no entry in this particular respect is 
required. If no goodwill exists and yet an account 
is shown for it in the books, the account should be 
written off by debits in the profit-sharing ratio to all 
the partners’ capital accounts, for if this is not done 
the remaining partners will have to bear sooner or 
later the whole of the loss which will arise when the 
asset is sold or revalued. If goodwill exists and is 
not shown in the accounts, it must be brought in— 
usually as part of a general revaluation, by entries 
as follows: debit goodwill, credit each partner’s 
capital account with his proportionate part. If 
these entries were not made, the remaining partners 
would share amongst themselves the whole of the 
profit on subsequent revaluation or sale and the 
fetiring partner would be deprived of his proper 
share of such a profit. When the entries recording 
the retirement have all been made, the remaiaing 
Partners may, if they wish, write back the goodwill 
to their capital accounts in the new ratio in which 
they have agreed to share profits and losses. If 
goodwill exists and is shown in the books at a proper 
figure, no further entries are required, for the outgoing 
Partner’s capital account already includes a claim in 
tespect of his proper share of goodwill. Moreover, 
in this case, there would be no profit or loss to be 
divided if the asset was sold or revalued. 


In exercises dealing with goodwill and partnerships, 
the student can always verify what he believes to be 
the correct treatment of goodwill by inquiring 
whether any inequity would arise between the 
partners if the business was sold a day or two after 
the change in the constitution of the partnership, 
and whether any of them would in this case obtain a 
gratuitous profit or suffer a loss which does not 
wholly apply to him. 


DISCLOSURE IN PUBLISHED 
ACCOUNTS 


In a recent lecture on “ Disclosure of Information in 
Published Accounts,’’ Professor Ian McDonald, the 
Professor of Accountancy in Glasgow University, said 
that shareholders in a number of companies could not 
in any way be certain that they were being told the 
whole truth and nothing but the truth in the financial 
statements they received. Tendencies towards non- 
disclosure of the true position made possible grave 
abuses behind the scenes. The practice was bad for 
another reason. It meant that a great deal of valuable 
statistical information about industries was lost. Pro- 
fessor McDonald thought it was wrong in principle that 
shareholders, as the owners of a business, should not 
be told the whole truth by their servants, the directors. 
There were several methods of improving the position. 
A great deal of power rested in the hands of shareholders 
themselves. The Stock Exchange could introduce 
regulations which might meet the case of companies 
for which it provided official quotations. There had 
been a move in the right direction recently, when it was 
made compulsory for new companies to publish con- 
solidated balance sheets. Legislation, said Professor 
McDonald, was probably not very desirable, as it was 
always difficult to legislate for every case. Several large 
concerns had recently adopted a policy of full disclosure 
and it had proved to be detrimental neither to the com- 
panies nor to their shareholders. 


RECENT LEGAL CASES 
The following recent legal cases are dealt with 
in this issue :— 
Case. Page 
In re Hodson’s Settlement ... ws: .. 296 
B. G. Utting & Co., Ltd. v. Hughes ... 288 
Union Cold Storage Co., Ltd. v. Simpson... 288 
C.UI.R. v. Tring Investments, Lid.... ... 288 
Tennant v. Lord-Advocate ... a ... 289 
Re White ; Skinner v. A.-G. aie ... 289 
C.I.R. v. Clark’s Trustees ... va ... 289 
Shirlaw v. Southern Foundries (1926), Lid., 
and Federated Foundries, Ltd. ... 290 
Re Collin Cooper, deceased... _ ... 291 
Re Cowlishaw ne we a ... 291 
In re Norbury, deceased... oss ... 20] 
Uxbridge Permanent Building Society v. 
Pickard ... _ ee — ... 291 
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RESEARCH 
Incorporated Accountants’ Research Committee 


The Incorporated Accountants’ Research Committee have undertaken the task of preparing specimen forms of accounts 
for various businesses and professions. Some of the specimen forms have already appeared in previous issues as follows :— 


General Forms of Accounts _... wes ... April, 1937 Hotels... bea ner nie sas --- June, 1938 
Executors and Trustees ae ies ... June, 1937 Laundries pas nee sie ae --» July, 1938 
Boot and Shoe Manufacturers ... < October, 1937 Medical Practitioners ... ss i August, 1938 
Brickworks ay .... November, 1937 Motor Transport nox pais ... September, 1938 
Building and Estate De -velopme a December, 1937 Printers ... ie te ao October, 1938 
i Cinemas and Dance Halls ee oe January, 1938 Rubber Companies asi es ... November, 1938 
Cotton Merchants Ae ns = February, 1938 Schools ... os _ .... December, 1938 
Engineers... < kee cs are March, 1938 Shipping ... si ;, ve — January, 1939 
Farms _.... sea ee we dis ... April, 1938 Solicitors esa ; Bee ae March, 1939 
Garages avis nee aide ae ... May, 1938 Stockbrokers... a ea ee --- April, 1939 


Useful criticisms and suggestions which have been received from readers on the forms of accounts already published are 
being carefully considered by the Research Committee. The accounts—which should not be regarded as model accounts, but a, 
bases for more definite formulation—are published with an invitation to readers to submit their comments and criticisms 


A design for textile manufacturers’ accounts is set out below. 


TEXTILE MANUFACTURERS 


A. “MANU FACTURING AC C OU NT. FOR YEAR ENDED pili basset , 


f£ £ 
[. Materials Consumed : I. Cost of Completed Yarn, etc. trans- 
ferred to Trading Account : 


th 


Raw Materials Stock at commence- 
ment 
Purchases 


Less Stock at end 


. Direct Wages (subdivided if desired) 


. Direct Expenses 


Prime Cost of Production ... 


. Indirect Expenses : 
(a) Variable :— 
Blending oil 


Dyewares i o— va 

Finishing materials ui = 
Packing Materials ar = 
Power ... ee im 


Water 


(6) Standing Charges :— 
Rent and Rates of Mill 
Heating and L ee: “a = 


Insurances : ae ime = 
Plant Repairs... sea od | 
Depreciation ... ae oo 


Building Repairs a aes oe 
Depreciation . 7. 
Supervision and Stores W ages - 
Designers , = Rou 


V. Cost of Production 


Add yarn in —— at commence- 
ment . 
Deduct yarn in process at end 


VI. Cost of Completed Yarn, etc. ... 


ee 
2 ee 
ee 
0 
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aS a | 
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| 
| 
-————— - | 
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B. TRADING ACCOUNT. 


4 a f 
vil Cost of Completed Yarn from Ea Il. Sal ; 
oon Manufacturing Account nee "ar : . 
5 Add Stock of Completed Goods at | ana Allowances and Returns 
commencement — 
1938 
1938 | 
1938 Deduct Stock of completed goods | 
1938 at end em ror Aw 
1938 
1938 | 
1938 Vill. Cost of Goods Sold 
1939 
1939 2 
1939 1X Balance: Gross Profit on Sales, 
transferred to Profit and Loss 
1 are Account , ae gas sus 
ut as a _ 
£ £ — 
— C. PROFIT AND LOSS ACCOUNT. 
X. Premises : Warehouse Office | III. Gross Profit on Sales 
Rent and Rate: 
 maaerins — | IV. Discounts Received 
Heating and L aighting 
Repairs V. Interest : 
Cleaning ; Bank 
Depreciation ... lewentenente 
X! Despatch : 
Wages... ‘a er a = 
Motor E xpenses : Running Costs ... 
Licences and Insurances 
Depreciation s 
Carriage Outward 
XI. Travellers : | 
Salaries and Commission 
Expenses — 
XIt Administration : 
Executive 
Office Salaries 3 
Postages and Telephone 
Sundry Office Expenses 
XIV. Finance : Discounts allowed ~~ = 
Bank Interest, etc. 
Bad Debts = 
peeamaapt secs 
cae | 
— 
XV. Balance. Net Profit — 
ee | _-_ —-_—- 
i- | i-_- 
NOTES 


No 


Departmental Accounts 
Control, by G. P. Norton.) 


will also be required. (See Textile Manufacturers’ Cost Accounting and Cost 


The forms suggested above will require adaptation in relation to the costing systems 
adopted by individual businesses. 
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PUBLICATIONS 


Advanced Cost Accounting (U.S.A.). By Charles 
F’. Schlatter, M.S., C.P.A. (John Wiley & Sons, 
Inc., New York, and Chapman & Hall, Ltd., 


London. Price 12s. 6d. net.) 


The necessity for a treatise on advanced cost 
accounting is a reminder that the growing com- 
plexity and magnitude of commercial units demand 
detailed consideration of many problems in relation 
to cost accounting which were of less importance 
when that subject involved little more than a 
reasonable allocation of material, labour and over- 
heads in the manufacture of a particular article 
or the supply of a particular service. In this work 
Professor Schlatter grapples with many of these 
more difficult problems, which have to be faced 
by executives and cost accountants who are anxious 
to avoid the serious tendency towards such an 
extensive utilisation of estimates that cost state- 
ments become of little more value than academic 
and historical data. There is definitely a slowly 
changing concept regarding what shall be considered 
cost of goods produced. Gradually the older belief 
that every expense incurred in the factory must 
be considered a cost of the products of the factory 
is giving way to the more logical one which recognises 
that some of the expenditures in the factory are 
costs of goods and some are costs of idleness, of 
wasted time and material, and of.general inefficiency. 
The newer concept raises the question relative to 
cost data, ‘‘ Of what is this the cost?” It is not 
satisfied with the answer which, after summing 
up all kinds of costs and losses, calls the total ‘ cost 
of production.” It requires analyses showing what 
are the costs of goods and what are the costs of 
idleness, of wastes, of inefficiencies, and so on. 
Industrial enterprises can be better managed if the 
cost data furnished to the executives show how 
much of the total expenditure in the factory resulted 
in goods and how much was wasted, with a causal 
analysis of such waste. 


The opinions of cost accountants on the desirability 
of carrying standard costs through the accounts, 
or of having cost standards only outside the books, 
vary greatly. The author summarises the con- 
tentions of the respective protagonists and illustrates 
the different effects of different methods. He 
makes it clear, however, that service to business 
must come first and respect for theory second, 
though the two are seldom incompatible. Differential 
cost is the term used to denote the increase in total 
cost resulting from an increase in volume of produc- 
tion. The importance of volume varies directly 
with the amount of fixed expense. If all costs were 
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The Month’s Publications 


variable, any increase in production would result 
in exactly the same ratio of increase in total cost: 
and the unit cost when one unit is made would 
be the same as when any number of units are 
produced in any period. If all costs could be made 
variable there could be a great decrease in the 
frantic efforts of manufacturers to maintain volume 
But the fact remains that some costs are neither 
wholly fixed nor wholly variable. Whilst fixed 
expenses may be easily budgeted the same simplicity 
cannot apply to budgeting for variable expenses 
and it is suggested by the author that this part 
of the budget should never be an estimate of what 
will probably be spent at the probable level of 
activity. It must be a determination of what 
should be spent with reasonable economy and 
efficiency during a period of normal activity. 

Sufficient has been said to show that this work is 
written from the angle of view of management and 
not as a guide to cost clerks. It will interest and 
educate all who are concerned with the advanced 
technique of cost accounting. 


The Law of Hire and Hire-Purchase, including 
Credit Sale. By A. A. Pereira, M.A. 2nd 
edition. (Butterworth & Co., Ltd. Price 2ls. 
net.) 

The Law Relating to Hire-Purchase. By Robert 
Dunstan. 4th edition. Edited by E. Holroyd 
Pearce and Roger Ormrod. (Sweet & Maxwell, 
Ltd. Price 15s. net.) 


A Hire-Purchase Handbook. By E. Westby- 


Nunn, B.A., LL.B. (Sir Isaac Pitman & Sons, 
Ltd. Price 6s. net.) 


The Hire-Purchase Act, 1938, came into force 
on January 1, 1939. No doubt the Courts will soon 
have to deal with problems arising from the statutory 
protection which the Act affords to hirers and pur- 
chasers under credit sale agreements. Meanwhile, 
the existing textbooks on this somewhat com- 
plicated branch of law have been revised and several 
new ones have been published. 

These three books can be confidently recommended 
to the various types of readers to whom they are 
addressed. All three deal adequately with the new 
Act, which is fully set out in the appendices both in 
Pereira (together with careful annotations) and in 
Dunstan. Pereira and Dunstan are essentially text 
books for the legal practitioner, whilst Westby-Nunn 
is a concise exposition written for laymen. 

Mr. Pereira’s book is a model of what a good legal 
text-book should be—compendious without being 
diffuse, clearly written and well ordered, fully 
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indexed and containing references to the cases which 
practitioners will need. A test discloses that recent 
cases are well noted and a valuable part of the text 
is the reproduction of extracts from judgments 
illustrating the judicial construction of hire-purchase 
agreements. The 1938 Act has been carefully 
annotated by the author and it is set out in the 
appendices to the book, which include the Sale of 
Goods Act, the Factors Act, the Law of Distress 
Amendment Act, the County Court Rules, 1938, and 
some useful precedents of Hire-Purchase Agreements, 
both for transactions to which the new Act applies 
and for those to which it is inapplicable. The first 
edition of this excellent work appeared in 1932 and 
the new edition, which has been largely re-written in 
order to deal with the new Act and with recent cases, 
has been much improved both in format and arrange- 
ment. 

For nearly 30 years Dunstan has been a leading 
authority and the new and fourth edition has been 
carefully edited and revised by E. H. Pearce and R. 
Ormrod. It can be recommended to the practitioner 
as an alternative to Mr. Pereira’s work. Though not 
as exhaustive as Pereira, it deals adequately with all 
aspects of the subject. It is clearly written and well 
ordered. Anyone, whether lawyer or layman, who 
desires to master the subject of hire-purchase law, 
can safely rely on the new Dunstan. It includes a 
concise but thorough survey of the application of the 
new Act, the primary purpose of which is “ to 
protect the general public who are unfamiliar with 
contractual documents from unfair treatment at the 
hands of experienced business men, while leaving 
those who are accustomed to such documents to look 
after themselves.” 

Particularly valuable to accountants is the chapter 
on systems of hire-purchase finance companies, whose 
activities have rapidly developed in modern hire- 
purchase practice. The usual methods employed by 
such companies are clearly outlined, together with the 
legal implications of such methods. But a strange 
omission in this section is the important decision of 
the Court of Appeal in February, 1938, in Watling 
Trust, Limited v. Briffault Range Company, Limited, 
which affects the rights of dealers who guarantee 
payments to finance companies. With this omission, 
the cases referred to appear comprehensive and well 
arranged throughout the work. There are useful 
chapters on distress for rent and on the effect of 
bankruptcy on hire-purchase agreements, as well as 
an appendix containing precedents of forms of hire- 
purchase agreements. 

In his ‘“‘ Hire-Purchase Handbook ”’ Mr. Westby- 
Nunn has given us an admirably compressed ex- 
position of a difficult subject. As he points out in his 
preface, the handbook is intended not for lawyers but 
for men of business ‘‘ who require nothing more than 
a working knowledge of the law.” With his usual 
lucidity, Mr. Westby-Nunn presents a concise and 
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comprehensive survey of the new Act and a general 
outline of the law of hire-purchase and of the law of 
sale. He deals clearly with the principal sections of 
the Sale of Goods Act and indicates the legal dis- 
tinction between a sale on credit terms and a hire- 
purchase agreement. 


BOOKS RECEIVED 


Capital Consumption and Adjustment. By Solo. 
mon Fabricant. (National Bureau of Economic 
Research, New York, and Macmillan & Co., Ltd., 
London. Price 12s. net.) 


Guide to Business Management Books, 1939. 
By G. E. Milward. (Management Library, London. 
Price 3s. net.) 


The Colonial Audit Service List. First edition 
1939. (H.M. Stationery Office. Price 4d. net.) 


Statistical Testing of Business-Cycle Theories, I. 
A Method and its Application to Investment 
Activity. By J. Timbergen. (League of Nations, 
Geneva, and Allen & Unwin, London. Price 3s. 6d. 
net.) (To be reviewed.) 


Unit Trusts Directory and Investors’ Handbook. 
Issue No. 3. Compiled by A. E. Kavanagh, A.C.A. 
(Unit Trusts Registry, Ltd., London and Manches- 
ter. Price 2s. net.) 


Murray and Carter’s Guide to Income Tax Prac- 
tice. Fourteenth edition. (Gee & Co. (Pub- 
lishers), Ltd., London. Price {2 net.) (To be 
reviewed. ) 

Pitman’s Commercial Law. By ]. A. Slater, B.A., 
LL.B. Twelfth edition by R. H. C. Holland, B.A. 
(Sir Isaac Pitman & Sons, Ltd., London. Price 
3s. 6d. net.) (To be reviewed.) 


POWERS OF DISCIPLINARY ACTION 


A Committee of the Treasury has recently reported 
on the imposition of penalties by marketing boards and 
other similar bodies. These bodies set up tribunals 
which have powers to impose monetary penalties on 
those contravening the bodies’ regulations and, in some 
cases, to revoke or suspend licences. The Committee 
was appointed to consider the propriety of these powers 
and after careful examination of the arguments put 
forward by critics of the present system, formed the 
opinion that offences under marketing schemes should 
continue to be dealt with by domestic tribunals and 
not by the ordinary Courts. We have no doubt that 
this is a correct decision. Industry, when organised 
in the form of marketing boards and the like, must have 
powers of disciplinary action comparable to those 
exercised by voluntary and statutory associations in 
the professions. However, the Committee wisely sug- 
gested safeguards in the constitution and methods of 
the tribunals, the necessity of which springs mainly 
from the fact that producers cannot remain outside 
the marketing schemes even if they wish. The criticism 
was made by witnesses that the tribunals were prose- 
cutors, jury and judges in their own cause. In reply, 
the Committee said that this criticism could ‘‘ be applied 
equally to a whole class of industrial and professional 
associations, trade unions, and social and _ sporting 
clubs—some of long standing—where experience has 
shown that internal discipline is necessary amongst 
members if the desired object of their collective 
association is to be attained.” 
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STATISTICS The Budget 


ORDINARY REVENUE AND EXPENDITURE, 1939-40 


Racntaenin REVENUE ! E STIMATED EXPENDITURE 
Inland Keven | Interest and Management of National Debt... ; £230,000 005 
Income Tax £327,000,000 | Payments to Northern Ireland Exchequer (including net share 
Surtax - - ‘ ; : — 70,000,000 of reserved taxes) — 10,000,000 
Fstate Duties we a ie ; : 80,000,000 | Miscellaneous Consolidated F und ‘Se rvices P 7,200,000 
Stamps is oie F ° Z 21,000,000 
National Defe nee Contribution ae 25,000,000 | Potal £247,200,00) 
Other Inland Revenue Duties . 1,250,000 | 
Supply Services 
Total Inland Revenue , £524,250,000 Defence, excluding Pensions 
| Army ae £74,089,000 
Customs and Excise } Navy 59,349,000 
Customs £232,560,000 Air . ‘ 65,974,000 
Excise 116, 460, 000 Pension 
i Army = 8,998,000 
Total Customs and Excise £349,020,000 Nav\ . - 10, 050,000 
Air ... ; ‘ > 587,000 
Motor Vehicle Duties £43,450,000 | 
| Total Defence Votes... -. £219,047,000 
Total Receipts from Taxes £916,720,000 | Civil Defence ae 8,691,000 
| Margin for Defence Supple mentary Estimates ... 20,000,000 
Post Office Net Receipt ‘ 47,200,000 --- : 
Post Office Fund... = - : 1,600,000 | Total Defence ... ; ee i xn = .  *4£247,738,000 
Crown Lands ; si “ ; ; 1,330,000 | Civil (excluding Civil Defence and Vote for 
Receipts from Sundry Loans due ‘to British Govermnent 5,000,000 Broadcasting) 
ey Miscellaneous 10,750,000 | I, Central Government and Finance i £2,684,000 
Il. Foreign and Imperial wun 15,387,000 
| III. Home Department, Law ‘and Justice i 19,104,000 
| IV. Education ... 63,344,000 
| V. Health, Labour, Insurance (ine luding Old 
Age and W idows’ Pensions) ... «-» 172,319,000 
VI. Trade, Industry and apeaaeall -» 44,646,000 
VII. Works, Stationery, etc. --» 14,110,000 
VIII. War Pensions and Civil Pe ensions ... 42,096,000 
IX. Exchequer Contributions to Local 
Revenues = a Rae -- 54,170,000 
—- 427,860,000 
Margin for Civil Supplementary Estimates sa sins ina 5,000,000 
Tax Collection— 
Customs and Excise and Inland Revenue Votes (including 
Pensions, £1,268,000) ... et 4 ak ae adie 14,646,000 
| £695 5,244, ‘000 
Total Expenditure i. oa i “ : £942,444,000 
Surplus ad ane on om as aes see . 156,000 
Total Revenue ... . vy ..  £942,600,000 £942,600,000 


* Exclusive of amounts estimated at (342,500,000, and any additional amounts which may be authorised by Supplementary Estimates, to be met from 
issues under the Defence Loans Acts, 1937 and 1939. 


EFFECT OF CHANGES IN TAXATION 


“Estimate Estimate in 
1939-40 full year 
| Increase +- or | Increase + or 
H Decrease — | Decrease — 
oe INLAND REVENUE- ‘me f a ; _ 
Surtax-—inecrease of rates eee . + 4,000,000 ; 4 5,000,000 
* Provisions relating to avoidance of surtax . eal P oa Pe ‘ , 2 ae | 
Estate Duty—increased duty on estates exceeding £50,000 7 ; = y - 4 3,000,000 j 5,000,000 
*Provisions relating to avoidance of estate duty if ae | 
Total Inland Revenue us a |+ 7,000,000 | 10,000,000 
Customs AND EXcisr tintin siesines 
Customs | 
Sugar, etc. i+ 2,850,000 4 3,250,000 
. Tobacco... as ‘ = ; ‘+ 7,000,000 | 4 8,000,000 
Photographic plates and til . — ee ; ba od -~ aa = ‘i : a : * } } 210,000 + 230,000 
= Fruit Salad a ; ; } j 
= Loganberries | 
Pineapples ... 
Patent Leather i Negli|gible 
/ Repeal of drawbac ks on } # 
vi Linseed. , ; 1} 
Re! Ground Nut Oil.. J 
Total Customs . A 10,060,000 4 11,480,000 
Excis»— 
saga, etc. ... © 1,150,000 | 4 1,250,000 
‘ Tobacco eis roe tis ale a as iced ae ; a ; j Negli gible 
Medicines... ‘in see ‘ su ; ; — = : cant I 550,000 730,000 
Medicines—licence duty ... gid ve a = ; ; : aa : ; , 40,000 40,000 
~! Entertainments — . “ ee eee eos ove ‘ : . . i : ‘ 190,000 PALL 
Photographic plates ‘and film oe ae ia : ; ‘ i 590,000 T75,(0m 
Licence duty in respect of premises used for addition of priming and colouring solutions to beer Negli gible 
Total Excise ' - _ | ' 960,000 “Ta 965,000 
Total Customs and Excise r 7 020,000 5 42,445,000 
s ‘Kk mb: amie 
Ge Morox Venice Duties ha pas shia a ; oe , a ; : } 6,250,000 ly i, 500,000 
‘ TOTAL... ... : et a = 7 ae | 2,270,000 | + 33,945,000 
* The effect of these changes, which are — sted to preserving the vield on the existing basis, has b2en taken into account in computing the yield on the 
; existing basis. 
rf 
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Wear and Tear Allowances 


We set out below the official revised schedule of agreed 
rates of depreciation for the purpose of computing 
liability to United Kingdom income tax. The schedule 
published in October, 1937, has been substantially modi- 
fied in many respects. 

GENERAL NOTES 

1. The rates in the following schedule which are 
subject to the approval of the Commissioners concerned 
have been agreed by the Board of Inland Revenue and 
an association or associations representing the users of 
the plant and machinery. The application of these rates 
is not, however, limited to members of any particular 
association. 

2. Except in the cases of (a) shipping and (b) tram- 
ways, all allowances are calculated on a written-down 
value deemed to be that as at the commencement of the 
vear of assessment. 

3. All additions to, and renewals and replacements of, 
plant and machinery in respect of which an allowance 
for wear and tear is made are treated as a capital outlay, 
except that renewals and replacements of parts of a 
machine which do not destroy its identity are allowed 
as a business expense. 

4. Unless specially provided for in the Agreement 
with the particular industry, a claim for an increased 
rate of allowance on account of the use of the machinery 
and plant over and above that by reference to which the 
estimated life has been computed is considered in the 
light of the particular circumstances of each individual 
case. 

5. The additional deduction of one-fifth of the deduc- 
tion in respect of wear and tear, granted by Section 18 
of the Finance Act, 1932, as amended by Section 22 
uf the Finance Act, 1938, is not included in the figures 
in the schedule. 

Per cent. 
RATES FOR PARTICULAR INDUSTRIES 
Aucraft and aircraft engine manufacture. 
High-speed precision plant (i.e., plant designed 
to work to a degree of accuracy of not less 
than 1-1,000th of an inch margin and norm- 
ally engaged on such work), heat treatment, 
plating and electric welding plant ... --. 224 
Other plant and machinery ... we 
Kor plant and machinery working ‘contin. 
. uously—i.e., treble shift, or double shift, 
plus overtime, the above rates to be in 
creased by 50 per cent. thereof. 


Accounting machines ... aaa ce a ae 

Motor-cars and lorries ... a a —— 
Bakery. 

Plant and machinery generally 8 


(No allowance is made in respect ot brick, 
stone or other non-metal parts of the structure 
of ovens, but the cost of repairs, replacements 
and rebuilding is allowed as a charge against 
revenue as and when incurred. The cost of 
additional ovens and extensions to, and en- 
largements of, existing ovens is treated as 
capital expenditure.) 

(The above-mentioned rate is to be regarded 
as covering circumstances of overtime or con- 
tinuous working.) 

Bleaching and finishing. 
Plant and machinery generally hoa 4 


Bolt, nut and screw manufacture. Per cent. 
Plant and machinery generally . 7 
Electric furnaces . 123 


Furnaces (other than electric furnaces), taps 
and dies, to be dealt with on a renewals 
basis. 

(The above-mentioned rates are to be re- 
garded as covering circumstances of overtime 
or continuous working.) 

Bookbinding. 
Engines, boilers and shafting ... 
General binding machinery 
Brassfounding. 

Engines, boilers and shafting .. 

Electric motors, dynamos and other electrical 
plant ... - 

Other plant and ‘machinery 

Brick-making. 

Steam engines, boilers and shafting and ease 
and brick-making machines . 

Electrical plant (dynamos, 
formers, etc.) . 

Crushing and grinding plant 
(No allowance is made in respect ‘of kilns, 

but the cost of repairs and renewals and re- 


motors, trans- 


building is allowed as a charge against revenue : 


the cost of new kilns and of extensions to 
existing kilns is treated as capital expenditure 
in the ordinary course.) 
Chemical manufacture. 
Chemical plant other than sulphuric acid plant 
Electrical plant .. ‘a — oes “es 
Other plant 
Clothing—Heavy (Men’ s). 
All plant and machinery 
Clothing—Light (Ladies’ and Children’ 5). 
Engines, boilers and shafting .. 
Electric motors ... 
General machinery (process plant)) 
Collieries. 
Railway wagons ‘ 
Surface plant and machinery, other than 
electrical plant , 
Electrical plant at the surface ‘and all under- 
ground plant installed in the shaft _—_ oe 
Other underground plant ie 
Steam lorries 
Lorries driven by internal combustion engines 
Corset Manufacture. 
Engines, boilers and shafting ... 
Laundry and cutting machinery 
Electric motors ... - sé 
Other machinery 
Motor vans = — wnt ans 
Cotton Spinners and Manufacturers : expenditure 
on adaptation of plant and machinery. 
Expenditure upon adaptation of plant and 
machinery in the cotton industry arising out 
of the introduction of the “ more looms per 
weaver "’ system can usually be classified under 
the following headings : 
(1) New shuttles and shuttle stands. 
) New pulleys. 
(3) Spare cloth rollers and brackets. 
(4) Warp stop motions. 
(5) Weft stop motions. 
(6) Shuttle boxes extended. 
(7) Sley repairs and renewals. 
(8) Fitting two box motions. 
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Per cent. Per cent. 


(9) Pick and pick motions. 

(10) Conversion of ordinary looms to circular 
box looms for weaving ordinary cloths. 

(11) Pick counters. 

(12) Alterations to ring spinning frames (new 
ring rails). 

(13) New ring bobbins. 

(14) Alterations to mule 
larger cops. 

(15) High-speed drafting (for use in cheaper 
cottons). 

(16 Re-winding machinery. 

(17) Automatic weft feeding attachments. 

It has been agreed that the outlay in ques- 
tion should, subject to the approval of the 
Commissioners concerned, be dealt with in the 
following manner : 

(1) New shuttles, 

bobbins. 

Outlay under these headings may be dealt 
with as if it represented expenditure on further 
supplies of the ordinary type ; surplus stocks 
of the old type may be allowed to lapse from 
the stock figure. 

(7) Sley repairs and renewals. 

In view of the difficulty of distinguishing 
between outlay under this heading arising in 
the ordinary way and outlay arising in connec- 
tion with the adaptation, the whole may be 
regarded as revenue expenditure. 

(16) Re-winding machinery. 

These machines are complete and separate, 
and the normal rate of wear.and tear for pro 
cess plant is to be applied. 

All other headings. 

The outlay is to be regarded as capital 
expenditure, but a special rate of wear and 
tear allowance—i.e., 124 per cent. on written- 
down value, is to be applied for the first five 
years following the date of the outlay. The 
balance remaining is then to be treated as 
process plant, on which the ordinary rate 
(normally 74 per cent.) is to be allowed unless 
some further arrangement is then made. 

Creameries, Dairies and Ice-cream Factories. 

Steam boilers, steam and gas-engines and 
storage tanks ... 

Refrigerating plant (exce pt iceless cabinets) 
and bottling and washing machines.. 

Iceless cabinets ... 

Other plant and machinery, including electric 
motors 

(Loose plant, ‘box cycles, utensils. (churns, 
bottles, &c.) and piping are dealt with on 
renewals basis.) 

Crochet Hook Manufacture. 
Engines, boilers and shafting ... 
Other machinery 
Electric motors . 

Cutlery Blanks, Goffing, F ‘orging and Stamping of. 
Electric motors, grinding machines, drop 

hammers, goff hammers and power stamps.. 

All other plant and machinery 

(No allowance is made in respect of grinding 
and other wheels, utensils, belting, electric 
cables or furnaces, but the cost of repairs and 
replacements is allowed as a charge against 
revenue: the cost of additions to or enlarge- 


frames to make 


etc., and (13) new ring 


ment of such wheels, utensils, belting cables or 
furnaces is treated as capital expenditure in the 
ordinary course.) 


Cutlery Manufacture. 

Electric motors, knife-grinding machines, drop 
hammers, power hammers, power stamps 
and buffing and glazing machines 

All other plant and machinery 
(No allowance is made in respect of emery, 

glazing and other wheels or in respect of 

utensils, belting, electric cables or furnaces, but 
the cost of repairs and replacement is allowed 
as a charge against revenue: the cost of addi- 
tions to or enlargement of such wheels, utensils, 
belting, cables or furnaces is treated as capital 
expenditure in the ordinary course. In the 
application of General Note 3, above, each of 

the constituent parts of a cutler’s frame (e.g., 

beams, brackets, shafting and pulleys) is 

treated as a separate machine.) 
Drop Forgings Manufacture. 

Plant and machinery generally, including that 
in the tool and die shops ‘ 

(No allowance is made in respect of furnaces, 
but the cost of repairs and renewals and re- 
building is allowed as a charge against revenue : 
the cost of additional furnaces and of exten- 
sions to existing furnaces is treated as capital 
expenditure in the ordinary course.) 

Dyeing and Cleaning. 
Plant and machinery generally 
Motor vans 
Dyeing and Finishing. 
Plant and machinery generally 
Dyestuffs (Synthetic) Manufacture. 

Locomotives 

Railway wagons (ordinary) 

Boilers, steam-engines and shafting 

Coal-handling plant and feed a se 

Rails of railway sidings . “ 

Electric motors and dyn namos ... 

Ice-making plant ein any steam- “power 
plant) - 

Open railway wagons used exclusively ‘for con- 
veyance of specially deleterious substances 

All other plant and machinery 
(No allowance is made in respect of 

(a) Nitric acid plant or plant consisting of 
glass silica or other similar material as 
distinct from metal ; 

(6) Pipes and electric cables ; 

(c) Railway sidings, except the rails ; but 
the cost of repairs and reinstatement 
is allowed as a charge against revenue. 

For the purposes of the exception men- 
tioned in General Note 3, above, each of the 
constituent parts (e.g., vats, autoclaves, etc.) 
of a battery constituting a single unit, and each 
rail of the railway sidings, is considered as a 
separate machine.) 


Electricity Undertakings. 
Cables (including cost of laying) 
Meters 
Plant other than cables and exclusive of loose 
tools, meters and office furniture : 
Diesel engines . “ 
Other generating plant and machinery . 
Other plant and machinery 
Domestic electrical appliances : 
Cookers and kettles ‘ . 
Refrigerators, washing machines, “washing 
boilers and water-heaters . i vee 
Other kinds of apparatus 
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Per ne. Per cent. 
(No allowance is made in respect of conduits, Flour Milling. 
loose tools and office furniture, but annual Steam power plant and shafting 5 


expenditure on repairs and renewals is allowed 
as a charge against revenue.) 
Embroidery Manufacture. 
Plant and machinery generally 
Engineers’ Precision Tools Manufacture. 
Steam and gas engines, boilers, shafting and 
pulleys , 
Electric machinery, including dynamos and 
motors ; cre pice 
Other plant and machinery 
(These rates apply to plant and machinery 
employed in the manufacture of—e.g., twist 
drills, milling cutters, reamers, tap dies and 
screwing tackle.) 
Envelope Making. 
Steam power plant and shafting - 
Electrical power plant, including dynamos and 
motors 
All machinery used for the purpose of making 
envelopes ‘es one 
Motor lorries and motor \ vans ... 
Farming. 
Steam boilers and engines, portable steam 
engines, threshing machines and fixed plant 
Electric installations , 
Petrol or oil-driven tractor cultivators. 
Steam lorries 
Motor lorries and vans " drive en by internal 
combustion engines 
All other types of farm machinery and imple- 
ments, including portable poultry _ 
similar) sheds and incubators 
(No allowance is made in respect of minor 
loose plant and utensils, but the cost of re- 
newals is allowed as a charge against revenue. 
Allowance is granted in respect of motor-cars 
used for business purposes at the same rate as 
for motor lorries, restricted, however, to the 
proportionate part applicable to such use.) 
File and Rasp Manufacture. 
Electric motors, grinding machines, drop 
hammers, goff hammers and power stamps.. 
File cutting and rasp punching machines 
All other plant and machinery 
(No allowance is made in respect of grinding 
and other wheels, utensils, belting, electric 
cables or furnaces, but the cost of repairs and 
replacements is allowed as a charge against 
revenue: the cost of additions to or enlarge- 
ments of such wheels, utensils, belting cables 
or furnaces is treated as capital expenditure in 
the ordinary course.) 
Fishing Tackle Manufacture. 
Engines, boilers and shafting . 
Fishing-hook and rod- ne machinery 
Electric motors ... ‘ oes 
flax Spinning and Linen We eaving. 
Plant and machinery generally 
(No allowance is made in respect of accessory 
plant, such as pirns, pirn cages, spools, belting, 
driving ropes, damask cards, designs, patterns, 
models, furniture and fixtures. ) 


Flock Manufacture. 
Motive plant and machinery (steam or —— 
Other plant and machinery 
(The above-mentioned rates are to be re- 
garded as covering circumstances of overtime 
or continuous working.) 


5 


Electric motors and other electric plant, gas 
and oil engines, other than Diesel type 
engines, roller mills, automatic weighers, 
elevators and conveyors (with legging) and 
spouting - 

Other plant and machinery, including Diesel 
type engines 

Furniture Manufacture. 

Engines, boilers and shafting ... 

General plant and machinery ... 

Electric motors ... . 

Steam wagons and lorries ; 

Motor wagons and lorries driven by internal 
combustion engines ... 

Gas Undertakings (worked by Local Authorities). 

No allowance is given, but all expenditure 

on repairs and renewals (excluding extensions 

and improvements) is allowed as a charge 
against revenue. 

Gas Undertakings (other than those owned by 

Local Authorities). 

Gasholders (not including tanks, except where 
constructed of steel or iron). The cost of 
excavation is not allowed to be included in 
the value upon which the allowance is 
computed ’ ; 

Meters (ordinary and pre- payment) “cookers 
and gas-fires 
(No allowance is given in respect ‘of other 

plant and machinery, but expenditure on 

repairs and renewals is allowed as a charge 
against revenue.) 
Handkerchief and Embroidery Manufacture. 

Engines, boilers, shafting and gearing and 
motors ons eee ose eee 

Stitching machines 

Hemstitching. 

Engines, boilers, 
motors : : 

Hemstitching machines 


Hosiery Manufacture. 
Steam engines, boilers and shafting 
Manufacturing machinery ou plant) 
Electric motors ... . . 

(The above- mentioned rates” are to be re- 
garded as covering circumstances of over- 
time or continuous working.) 

Hosiery Needle Manufacture. 
Steam and gas engines, boilers and shafting ... 
Electric motors . 
Process (or manufacturing) machinery 

Ice Manufacture and Cold Stores. 
Steam and gas engines, boilers and shafting ... 
Electric plant and insulation ... 
Refrigerating machinery—i.e., 

condensers, ice tanks, coolers, 

moulds, coils, travellers, &c.. 

(No allowance is made in re spe ct of lagging, 
belting, loose plant, utensils, &c., but the cost 
of renewals and replacements is ‘allowed as a 
charge against revenue.) 

Jute Spinning and Weaving. 
Engines, boilers and shafting . 
First and second drawing frames *S, TOV ing frames, 
spinning frames and dressing machines 
Breakers and finishers acquired after April 6, 
ae _ és 
Other plant and ‘machinery 


mating and yearing and 


compressors, 
conduits, 


3 


10 


74 
10 


10 


5 
10 


i0 
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(The above-mentioned rates are to be re- 


garded as covering circumstances of overtime 


or continuous working.) 

Lace and Embroidery Manufacture. 

Plant and machinery generally 

Linoleum and Floor Cloth Manufacture. 

Engines, boilers and shafting ... 

Other plant 

Diesel engines is 

locomotive Manufacture. 

Boilers, engines, shafting and slow-moving 
plant and machinery .. 

Electric motors, dynamos and ‘other electric 
plant ; high- speed metal-working machi- 
nery—viz.: lathes, drilling, milling, planing, 
shaping and similar machines 
(No allowance is made in respect of furnaces, 

but the cost of repairs and replacements and 

rebuilding is allowed as a charge against 

revenue : the cost of additional furnaces and 

extension to existing furnaces is treated as 

capital expenditure in the ordinary course.) 
Machine Tool Manufacture. 

Steam engines, boilers and shafting 

Other plant and machinery, including elec- 
trical 
(The agreement does not apply to ‘grinding 

and other similar machinery. No allowance is 

made in respect of furnaces, but the cost of 
repairs and replacements and rebuilding is 
allowed as a charge against revenue: the cost 
of additional furnaces and of extensions to 
existing furnaces is treated as capital expendi- 
ture in the ordinary course.) - 

Madras Manufacture. 
Plant and machinery generally 


Mantles and Ladies’ Clothing. 
Engines, boilers and shafting ... 
Electric motors ... 
General machinery (process plant) 
Match Manufacture. 
Steam engines, boilers and shafting 
Lathes, wood-cutting and wax-taper making 
machinery, including taper drums ... 
General plant and machinery, including electric 
dynamos and motors, match-making, splint- 
levelling and satin and _ box-filling 
machines ‘ me ae 
Motor lorries and motor. vans . 

(For the purpose of General Note 3, “above, 
a complete match chain is to be treated as a 
complete machine, and not as a part of a 
machine.) 

(Where plant and machinery is used by 
night as well as by day (‘‘ double-running ”’ or 
‘‘ day and night working ’’) no extra allowance 
is granted in respect of steam-raising plant, 
but an extra allowance of 25 per cent. of the 
normal rates is given in respect of such other 
plant and machinery as is run both day and 
night, for the proportional part of the year dur- 
ing which it is so run; no extra allowance is 
made for any overtime running which falls 
short of a full day and night.) 

Milk Bars. 
Milk and ice-cream refrigerating and delivery 
units eee ee ewe ess 
Carbonating plant, sterilising and washing 
plant and boilers ‘ ‘ome ae 
Other plant and machinery 


Per cent. 


7% 


7% 


74 
10 


15 
10 
5 


Motor Vehicies with Internal Combustion Engines, 
Manufacture of. 
Steam engines, boilers and shafting 
Fast-running precision plant employed solely 
and directly in the production to absolute 

accuracy of parts of motor vehicles .. , 
Fast-running plant not within the foregoing 

definition, other manufacturing plant and 

machinery, and electric motors “ 
Accounting, calculating and other similar office 
appliances 

(The above-mentioned rates are to be re- 
garded as covering circumstances of overtime 
or continuous working.) 

Nail Manufacture. 
Plant and machinery generally 
Needle Manufacture. 
Engines, boilers and shafting .. 
Needlemaking machinery and electric. motors 
Newspaper Printing. 
Engines, boilers and shafting ... 
Printing machines 
(Normally no allowance is given in respect 
of type, but the actual cost of renewals is 
allowed as a charge against revenue.) 

(Where the same machines are used to print 
morning and evening papers, applications for 
increased allowance are dealt with on their 
merits, having regard to proof on the following 
points :— 

(a) Life of plant substantially reduced ; 

(b) Additional wear and tear not made good 
by extra expenditure on maintenance 
and renewal of parts ; 

(c) Actual hours of running exceptional 
(e.g., machines which print only one 
paper may normally run longer hours 
than those which print two papers).) 

Paint, Colour and Varnish Manufacture. 
Engines, boilers, shafting and storage tanks ... 
General plant and machinery, including grind- 

ing machinery and electric motors ... . 
Motor lorries and motor tractors “as 

(No allowance is made in respect of horses, 
loose tools or utensils, including typewriters. 
The above rates do not apply to ore-crushing 
machinery.) 

roger Bag Manufacture. 
Engines, boilers and shafting .. 
General plant and machinery, and electric 
motors ; nee 
Motor vans . 
Paper Box Manufacture. 
Plant and machinery ied 
Motor vans tna 
Paper Mills. 
Machinery working by day only 
Machinery working day and night - 

(Paper-making is a continuous process. A 
number of machines, each dealing with a stage 
of manufacture, are linked up to form one 
productive unit. For the purpose of General 
Note 3, above, each machine is treated as a 
separate item of plant, and not as a part.) 

Pig Iron and Steel Manufacture. 
Plant and machinery generally, including 
machinery ancillary to furnaces 

(No allowance is made in respect of the 
structure of furnaces of any kind (whether 
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known as furnaces, calcining kilns, hot blast 
stoves, steel mixers, soaking pits, regenerative 
furnaces, or by any other name), but the cost 
of repairs and replacements and rebuilding is 
allowed as a charge against revenue: the cost 
of additional furnaces and of all extensions 
and enlargements of existing furnaces is treated 
as capital expenditure in the ordinary course.) 


The rate applies only to concerns engaged in the pro- 
duction of pig iron, or, inter alia, of heavy steel ingots 
of a weight not less than half a ton, and to certain 
steel-rolling, forging, hammering and steel re-rolling 


concerns. 
Per cent. 
Plastic Moulding. 
Plant and machinery generally 104 


(The above-mentioned rate is to be regarded 
as covering circumstances of overtime or con- 
tinuous working up to and including a com- 
plete double shift. Where working exceeds 
double shifts, applications for increased allow- 
ances are to be dealt with on their merits.) 
Printing. 

Engines, boilers and shafting ... 

Printing and binding machines... 
(Normally no allowance is given in respect 
of type, but the actual cost of renewals is 
allowed as a charge against revenue.) 


Shipping. 


74 
10 


1. In the case of a new ship, the allowance (other than 
that for refrigerating plant and insulation) is computed 


on the following basis : 


(a) Sailing vessels 3 per cent. on 
prime cost. 
(6) Steamers and motor vessels : 
(i) Delivered before 1917 4 per cent. on 
or after 1922. prime cost. 
fii) Delivered during the One 24th of the 
period 1917-1922. difference _ be- 
tween primecost 
and __— break-up 
value. 
(c) Tankers _— sit ... 5S per cent. on 
prime cost. 


“ Prime cost ”’ 


means the cost price of the vessel, 


exclusive of the portion relating to refrigerating plant 


and insulation. 
see paragraph 3, below. 


As to subsequent capital expenditure, 


2. The break-up value of the vessel, exclusive of the 
refrigerating plant and insulation, is computed on the 


basis of a percentage of prime cost : 


Per cent. 


(a) Sailing vessels 
(6) Steamers and motor-vessels— 


3 


{i) Delivered before 1917 or after 1922... 4 
(ii) Delivered in— 
1917 ... 3 
1918 ... 2 
1919 ... 14 
1920 ... 1} 
1921 ... 24 
1922 ... 3 
(c) Tankers 5 
The break-up value, as computed above, remains 


‘onstant throughout the life of the ship—i.e., it is 


not 
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affected by capital expenditure or by the sale of the 


ship. 

3. Any expenditure which has been treated as capital 
for tax purposes (e.g., renewal of engines and boilers, or 
structural improvements) is added to the prime cost of 
the ship for the purpose of computing the aggregate 
allowance to be made. 


As regards sailing vessels, steamers and motor vessels, 
the annual allowance in respect of such expenditure is 
computed as follows : 


(a) Where the expenditure is incurred before the 
expiration of 20 years of the life of the ship, the 
normal allowance is increased by such a sum as 
will exhaust the expenditure over the remainder 
of the period for which the normal allowance will 
require to be made. 


(b) Where the expenditure is incurred after the 
expiration of 20 years of the life of the ship the 
normal allowance is increased by the fractional 
part of the expenditure given in the third column 
of the table in paragraph 8, below, substituting 
the age of the ship when the expenditure was 
incurred for the “ age at date of purchase.”’ 


4. The allowance in respect of refrigerating plant and 
insulation, except in so far as acquired with a secondhand 
ship (see paragraph 7), is computed separately from the 
allowance for the hull, &c., in order to ensure that— 


(a) The allowance ceases when the break-up value 
of the plant, &c., is reached ; and 

(b) The aggregate allowance does not exceed the cost 
to the owner less the break-up value. 


5. The basis for computation of the allowance in 
respect of the original refrigerating plant, &c., is 6} per 
cent. (or 5} per cent. in the case of sailing vessels) on 
the cost. 

A similar allowance is made in respect of plant added 
to a ship (other than additions effected in the years 1917 
to 1922) or for capital expenditure incurred in connection 
with existing plant. Where, however, the basis given 
in pargaraph 3 is more favourable to the owner, that 
basis is applied, but the break-up value is computed as 
indicated in paragraph 6. 

The allowance in respect of plant installed on a 
steamer or motor vessel, and delivered in one of the 
years 1917 to 1922, is computed on the basis of one 
twenty-fourth of the difference between cost and break 
up value, plus 25 per cent. on the cost. 


6. The break-up value is computed at the rates given 
in paragraph 2. In the case of steamers and motor 
vessels equipped with refrigerating plant, &c., after the 
date of delivery of the ship, the rate applied is that 
appropriate to the year of re-delivery. 

The break-up value is revised on the occasion of each 
extension of the existing plant, but no revision is made 
on account of capital expenditure on the renewal or 
improvement of existing plant. 

7. The allowance in respect of a ship purchased 
secondhand is computed by reference to— 

(a) The actual cost of the ship to the new owner, less 
the break-up value (i.e., the aggregate of the 
existing break-up values of the hull, &c., and ~ 
refrigerating plant, &c.) ; and 

(b) The reasonable expectation of life of the ship at 
the date of purchase (see paragraphs 8 and 9). 

Allowances for the hull, &c., and for refrigerating 
plant, &c., acquired with the ship are not separately 
computed. 
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Allowances for subsequent capital expenditure on 


refrigerating plant, &c., and break-up values for exten- 
sions to such plant, are separately computed on the 
bases given in paragraphs 5 and 6 respectively. Other 


capital expenditure is to be dealt with as indicated in 
paragraph 3. 


8. As regards steamers and motor vessels, the follow- 
ing scale is applied except where a vessel is over 30 years 
old at the date of purchase ; such vessels are to be dealt 
with according to the facts of each case. 


Fractional part of 
cost, less break-up 
value to be written 
off each year for 


Expectation 
of life after 
deducting one 


Age at date 
of purchase 


year wear and tear 
Years Years 
0 24 — 1/24th 
1 23 _ 1/23rd 
2 22 je 1/22nd 
3 21 a 1/21st 
4 20 see 1/20th 
5 19 een 1/19th 
6 18 nae 1/18th 
7 17 — 1/17th 
8 16 _ 1/16th 
9 15 oe 1/15th 
10 14 — 1/14th 
1] 13 1/13th 
12 12 1/12th 
13 11 1/11th 
14 10 1/10th 
15 10 1/10th 
16 10 1/10th 
17 10 1/10th 
18 9 1/9th 
19 9 1/9th 
20 9 1/9th 
21 8 1/8th 
22 8 1/8th 
23 7 1/7th 
24 6 1/6th 
25 6 1/6th 
26 5 1/5th 
27 5 1/5th 
28 4 1/4th 
29 4 1/4th 


9. The expectation of life of vessels other than 
steamers and motor vessels is determined by reference 
to the particular facts of each case. 


Per cent. 
Shoe and Slipper Manufacture. 
Engine, boilers and shafting ... sal un we 
Manufacturing machinery (process plant) ... 10 
Motor vans and motor lorries ... idk van 
Silk Manufacture. 
Steam engines, boilers and shafting ... a 


General plant and machinery (including wind- 
ing, throwing, doubling and weaving machi- 
nery) and electric motors ... oes os «6 OWE 


Sewing, braiding and knitting machinery ... 10 
(The allowances are applicable to plant and 

machinery used in the manufacture of natural 

or artificial silk materials, including materials 

consisting partly of silk and partly of wool and/ 

or cotton.) 


Steam Laundry Proprietors. 
Plant and machinery generally aaa -— WH 
Motor vans one ee Ea a —— 


Sulphuric Acid Manufacture. 

Chamber Process. 

Nitre plant, ammonia, oxidation plant, towers 
and plant used in connection therewith, 
chambers and incidental plant, chimney 
stack, dearsenicating plant, concentrating 
plant ... ae are ne me oo @& 


Contact Process. 

Towers, blower, grease separating and pressure 
balancing chambers, heat interchangers, 
pre-heaters, super-heaters, converters and 
contact mass, absorption vessels, weighing 
tanks and machine plant for platinisation 
and revivification of contact mass ... a 2 


Either process. 

Plant for dealing with sulphur raw material, 
mechanical and hand-burners, power plant, 
acid eggs, storage tanks, cisterns and con- 
nections, fans, pumps, railway tank wagons 15 


Timber Merchants, Saw Millers and Timber Goods 


Manufacture. 
Engines, boilers and main shafting ... me 
General saw-milling plant and machinery ... 7} 
Traction engines, tractors, motor-cars and 
haulage plant ... bis - se we 


Tramways and Light Railways. 
The following is an extract from the agreed scheme 
which is generally applied. 


PERMANENT WAY 
(Annual allowances are granted in respect of the 
depreciation by wear and tear of the permanent way 
equal to the cost of the track divided by the number 
of years of its estimated life.) 


3. The life of the permanent way is, normally, to be 
taken as 12, 14 or 16 years, according to the traffic 
thereon. The classification is to be based on the average 
car mileage per mile of track per annum of the financial 
year preceding the year of assessment, viz. : 


(i) Not exceeding 50,000 car miles per mile of track- 
16 years. 

(ii) Over 50,000 and not exceeding 75,000 car miles 
per mile of track—14 years. 

(iii) Over 75,000 and not exceeding 125,000 car miles 
per mile of track—12 years. 

(iv) Over 125,000 car miles per mile of track—special 
consideration. 


Where there are special circumstances, such as excep- 
tional gradients, the compulsory use of wood-paving, 
&c., tending to show that the car mileage does not fairly 
represent the wear and tear of the track, each such case 
is entitled to special consideration. 


5. In determining the cost of constructing new track, 
or of renewing any track, there shall be excluded all 
expenditure on concrete foundations, and on paving 
except such paving as lies between the rails and extends 
18 ins. beyond the rails on each side, and also the cost 
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of the land on which the track may be laid and any 
other expenditure of a non-recurring nature. 

Provided that where a tramway authority out of the 
revenue of the tramway undertaking is by Statute 
required as such authority to bear the cost of repair and 
renewal of a further portion of the road in addition to 
the portion between the rails and 18 ins. beyond on each 
side, the cost of such repairs and renewals shall be allowed 
as a trading expense as and when incurred. 


6. The cost of renewing concrete foundations shall 
be allowed as a trading expense as and when incurred, 
provided that if the renewed foundations are an improve- 
ment on the old the cost of such improvement shall be 
excluded. 


7. Renewals of special track work at junctions and 
crossovers so far as they do not represent improvements, 
shall be allowed as repairs as and when effected, and shall 
be excluded from all claims for wear and tear. 


8. Amounts received for old material whenever 
renewals are effected shall be credited against the cost 
of the renewals, and if such old material is not disposed 
of at the time or is used for other purposes, the estimated 
value shall be credited subject to adjustment, if neces- 
sary, as and when the old material is disposed of. 


9. The cost of repairs shall be allowed as an expense 
as and when incurred. 


Cables 


14. In addition to repairs, wear and tear is to be 
allowed at the rate of 3 per cent. per annum on the 
written down value. * 


Overhead Equipment—t.e., Trolley Wires and 
Connections 
15. No wear and tear allowance is to be made; all 
expenditure on maintenance and renewals should be 
charged as working expenses, as and when incurred. 


Cars and other Rolling Stock 
16. Subject to the ensuing clause, expenditure on 
maintenance and renewals is to be treated as working 
expenses, and allowed in lieu of wear and tear. 
Wear and tear, however, should be allowed in lieu of 
renewals where the circumstances justify such an 
allowance, provided that a strict account is kept of all 


renewals, and that, if such renewals are charged to’ 


revenue account, they shall be shown separately in such 
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account and added back in computing the assessable 
profits. 

The allowance in such cases is to be 7 per cent. per 
annum on the written down value. 

In any case, the annual expenditure on repairs is to 
be allowed as a deduction in computing the assessable 
profits. 

General Plant and Machinery 

17. All other plant and machinery, including stand- 
ards, brackets and workshop tools, but excluding loose 
implements, office furniture and small articles which 
require frequent renewal should be bulked together and 
wear and tear allowed thereon at the rate of 5 per cent. 
per annum on the written-down value, in addition to the 
cost of repairs. 


Water Undertakings. 

No allowance is given, but all expenditure on repairs 
and renewals (excluding extensions and improvements) 
is allowed as a charge against revenue. 

Per cent. 
Wrought Iron Manufacture. 
Plant and machinery generally _ sO 


RATES FOR PARTICULAR TYPES OF PLANT, &c., Not 
CONFINED TO SPECIFIC INDUSTRIES 
Per cent. 
Electric Furnaces. 
All parts of the furnace, including trans- 
formers, switchgear, high and low-tension 
cable connections, furnaces, tilting gear and 


regulators wn vane eee ane oo» 126 

(No allowance is made in respect of founda- 
tions, buildings, cranes, buckets or any shop 
tools or equipment.) 

Motor Omnibuses ... eis ded se a ae 
Motor Pantechnicons and Lorries we ao 
(This rate is not applicable to horse-drawn 

pantechnicons and lorries or to “ lift ’’ pantech- 
nicons which are not a fixed part of a motor.) 
Motor Lorries and Vans, Commercial _... o. ae 
Steam Lorries weil i ce soe a 
Railway Wagons owned by private traders ne Sa 
Taxi-cabs... see _ sea os i“ 2 
Trackless Trolley Omnibuses was ; 15 


* The value of cables is to include the cost of laying 
them, but is to exclude the cost of conduits (if any). 


Society of Incorporated Accountants 


COUNCIL MEETING 


A meeting of the Council was held on Tuesday, 
April 4, 1939. There were present: Mr. Walter Holman 
(President), in the chair, Mr. Percy Toothill (Vice- 
President), Mr. C. Percy Barrowcliff, Mr. R. M. 
Branson, Mr. J. Paterson Brodie, Mr. W. Norman 
Bubb, Mr. Henry J. Burgess, Mr. D. E. Campbell, 
Mr. Arthur Collins, Mr. W. Allison Davies, Mr. E. 
Cassleton Elliott, Mr. M. J. Faulks, Mr. Alexander 
Hannah, Mr. Henry Morgan, Mr. C. Hewetson Nelson, 
Mr. F. A. Prior, Mr. R. T. Warwick, Mr. Richard A. 
Witty, Mr. A. A. Garrett (Secretary) and Mr. L. T. 
Little (Deputy Secretary). 

Apologies for non-attendance were received from 
Mr, F, J. Alban, Mr. A. Stuart Allen, Mr. R. Wilson 
Bartlett, Sir Thomas Keens, Mr. Edmund Lund, Mr. 


Bertram Nelson, Mr. James Paterson, Mr. Joseph 
Turner and Mr. Fred Woolley. 
Award of Gold and Silver Medals 
The Council made the following awards in respect of 
the examinations held in 1938 : 


GoLp MEDAL 
Mr. Arthur Moody, Ashton-in-Makerfield, who took 
the First Certificate of Merit in the Final Examination 
in November, 1938. 
SILVER MEDAL 
Mr. Roger David Curtis, London, who took the First 
Certificate of Merit in the Final Examination in May, 
1938. 


Resignations 
The following resignations were accepted with regret 
as from the dates indicated :— 
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December 31, 1938 :— 
Lomax, CHARLES Morton (Fellow), Richmond. 


December 31, 1939 :— 
PALMER, GEORGE (Fellow), Coulsdon. 


Deaths 

The Secretary reported with regret the death of each 

of the following members :— 
CorKER, HAROLD FREDERICK SEER (Fellow), Shef 
field. 
FRANCE, RICHARD Rosson (Associate), Leeds. 
GBB, GEORGE (Associate), Sunderland. 
HALL, WILLIAM Davipson (Fellow), Glasgow. 
Mack, Davip REepMonD (Associate), Dublin. 
MARCROFT, HARRY CRAVEN (Associate), Swansea. 
OPENSHAW, WALTER DaAvVIEs (Associate), Wigar. 
SEYFANG, Harry (Associate), London. 
Simon, RoBERT Percy (Associate), Sheffield. 
WALKER, JAMES CRrADOocK (Fellow), Glasgow. 
WHITTINGTON, ERNEST STORRS (Associate), Man- 
chester. 
National Service 

A report was made to the Council regarding the 
questionnaires completed by members of the Society. 
Representatives of the Society were nominated to be 
members of the Committee dealing with the accountants’ 
section of the central register maintained by the Minister 
of Labour. 

Guildhall Dinner 

The following Resolution was adopted :— 

That at a Meeting of the Council of the Society 
of Incorporated Accountants held on Tuesday, 
April 4, 1939, it was resolved unanimously that 
the best thanks of the Society be forwarded to the 
Right Hon. the Lord Mayor and Corporation of 
London for kindly granting the Society the use of 
Guildhall and other facilities on the occasion of the 
Society’s dinner on March 16, 1939, when the Society 
was honoured by the presence of His Royal Highness 
The Duke of Kent. The President and Council 
were honoured to receive the Lord Mayor and 
Sheriffs, and the privilege of using the Guildhall was 
highly appreciated by the guests and members who 
were present. 

The Council also expressed their appreciation of the 
President for the able manner in which he had presided 
over the proceedings and for the arrangements he had 
made with the assistance of the permanent staff of the 
Society. 

Appointment to the Council 

The following member of the Society was appointed 
to fill an occasional vacancy on the Council as a pro- 
vincial member in accordance with the provisions of 
Articles 40 and 48 :- 

Mr. ROBERT EpwarpD STARKIE, Fellow in Public 
Practice (Messrs. Starkie & Naylor), Leeds. 


Visit of the President of French Republic to the 
City of London 
At the invitation of The Right Hon. The Lord Mayor 
and Corporation, the President was a guest at the luncheon 
given by the Lord Mayor and Corporation to Monsieur 
‘Lebrun, the President of the French Republic, on the 
occasion of his visit to the City _ 
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MEMBERSHIP 


The following additions to and promotions in the 
membership of the Society have been completed since 
our last issue :— 

ASSOCIATES 


Barber, Horace Frederick William, with Duncan 
and Toplis, Nottingham; Bissell, Graham George 
(Archibald Brown & Bissell), Birmingham, Practising 
Accountant; Cornelius, Donald Ernest Popham, 
formerly with Robinson & Whitmarsh, Plymouth. 
Fouracre, Donald Sunderland, with Thomas C. Forster 
Manchester ; Hendry, Andrew, with Galloway, Sloan 
and Co., Glasgow ; Holroyd, John (Stephenson, Smart 
and Co.), York, Practising Accountant; Jackson, 
James Alfred (Lithgow, Nelson & Co.), London, Prac. 
tising Accountant; Legg, Herbert, with G. L. Hirst, 
Dewsbury; Masani, Sorab Dhanjibhoy, B.Com. 
with Kalyanivala & Mistry, Bombay; Meally, Victor 
John Perolze, B.A., with Cooper & Kenny, Dublin. 
Parker, Harry Leonard, with Hands & Shore, Cape 
Town; Simon, William Hodgson, with Kennedy 
and Co., Cockermouth; Vickers, Thomas Alfred, with 
Cooper Brothers & Co., London. 

ASSOCIATES TO FELLOWS 

Allen, Alexander (Rawlinson, Allen & White), 
Belfast, Practising Accountant; Allen, d’Arcy (¢ 
(Brebner, Allen, Morris & Co.), London, Practising 
Accountant ; Hayhurst, William, Borough Treasurer 
of Hampstead, London; McDonald, Angus Charles 
(C. McDonald & Co.), Surbiton, Practising Accountant ; 
Morris, Leslie (Brebner, Allen, Morris & Co.), London, 
Practising Accountant ; Summerskill, James Charles 
(J. Summerskill & Son), Liverpool, Practising Ac 
countant; Thaxton, William Robert, London, Prac 
tising Accountant. 


DINNER AT NORWICH 


The annual dinner of the East Anglian Society of 
Incorporated Accountants was held at Norwich on 
March 24. 

Mr. Wilfrid Robinson proposed the toast of “The 
City of Norwich,” and referred to its zsthetic features, 
its school of painters, its prominence in literature, and 
the distinction of its remarkable new City Hall. He 
said that if the Norwich Publicity Association would 
only sing its praises as loudly and as attractively as the 
famed Norwich canaries they need have no fears of the 
“ foreigner” failing to appreciate its charms, and the 
city’s future prosperity would be assured. 

The Lord Mayor (Alderman P. E. Curl), in reply. 
said that without daring to refer to the future prospects 
of Norwich from a rate point of view, he could say that 
their President, the City Treasurer, with his expert 
knowledge, was doing his best to guide those who were 
on the Council in the ways they should go. But never 
had Mr. H. Harper-Smith, their past President, a 
chairman of the Finance Committee, had a more difficult 
problem to meet than this year. 

The Sheriff (Mr. L. H. Buckingham), said that 
there was a feeling abroad that accountancy was one of 
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the privileged and sheltered professions, and as a body 
of men, they carried the look of comfortable serenity, 
security, contentment and prosperity. Indeed, the man 
in the street or the small trader regarded them with 
some measure of awe, until he knew them better. 
(Laughter.) But the man in the street wondered why 
income tax forms could not be made more understand- 
able and less confusing. 


Sir Basil Mayhew, President of the East Anglian 
Society of Chartered Accountants, proposed ‘ The 
Society of Incorporated Accountants and the District 
Society of East Anglia.” Sir Basil said some might ask 
why a member of the Institute of Chartered Accountants 
was proposing the toast. When he was asked he readily 
consented. (Applause.) Lent was a time of forgive- 
ness and he was prepared to forgive the District Society 
of East Anglia for having captured his father-in-law 
(Mr. Russell Colman, H.M. Lieutenant of Norfolk) as 
the chief guest at a previous dinner, Mr. Colman at the 
time having believed that he was going to a dinner of 
his son-in-law’s Society. (Laughter.) Another reason 
for his proposing the toast was that it was an intimation 
of the remarkably good feeling and good will which 
existed between the Institute of Chartered Accountants 
and the Society of Incorporated Accountants. (Applause) 
In no city was this good feeling and good will, so far as 
he could see, more evident than in Norwich. Their 
respective students’ societies invited each other to their 
lectures. There were quite a number of firms in 
the city whose partners were partly Chartered Accoun- 
tants and partly Incorporated Accountants. It was a 
matter of greatest regret to him, and to a great number 
of those present, that the negotiations started in the 
‘nineties by that great man Sir James Martin for the 
merging of the Institute of Chartered Accountants and 
the Society of Incorporated Accountants were not 
brought to fruition. Had those negotiations, which 
never ought to have broken down, been successful then, 
he believed, and he was practically sure of it, the accoun- 
tants’ profession would have been a closed profession, 
similar to the solicitors’. Their clients, the business men 
present that night, would appreciate to what extent the 
activities of the accountant were necessary in the public 
and private life of this country. It was a blot on our 
commercial procedure that people could describe them- 
selves as accountants with no qualification whatever. 
There was the outstanding case of the man who had the 
plate on his door ‘“‘ Chimney-sweep and Accountant.” 
(Laughter.) Both excellent professions, but he was 
afraid they were not suitable to be merged together. 
Sir Basil said he wanted Mr. Holman to realise that his 
fellow colleagues in Norwich were worthily upholding 
the traditions he was setting in the City of London. In 
no city was the Incorporated Accountant doing greater 
service and more worthily upholding the Society’s great 
traditions. 

Mr. Walter Holman, President of the Society of 
Incorporated Accountants, replying, said that when he 
shared the turmoil of professional life Sir Basil was 
an acknowledged leader of the profession. They all 
shared the regret which Sir Basil had expressed that 
the efforts of the late Mr. Frederick Whinney and the 
late Sir James Martin, in relation to the Institute and 
the Society, were not brought to fruition. 
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They were living in times of recurring international 
crises and of fevered preparation of armaments, and 
it was natural that the minds of the nation should turn 
to the cost of those preparations and how that cost was 
to be met. He was not unduly pessimistic by nature, 
but he was profoundly disturbed at the relief with which 
had been received the statement of the Chancellor of the 
Exchequer that a large portion of the cost to be incurred 
this year on armaments was to be met by borrowing and 
the consequent facile assumption that there would be 
no increase in taxation. The extent of the expenditure 
to be incurred this year was so great that some portion 
of it must needs be met by borrowing, but there would 
be greater justification for that if the whole of the 
expenditure could be regarded as for the benefit of the 
future, whereas, of course, a large portion must be 
regarded as due to under-expenditure in the past, 
resulting from a misplaced but entirely praiseworthy 
confidence in others. He agreed that a certain portion 
of this expenditure must this year be met by borrowing, 
but he would like to see on the part of the people gener- 
ally some realisation of the dangers inherent in the 
perpetual borrowing which was going on in public life, 
because the effect of borrowing was to lay a very heavy 
charge on the future revenue and he believed that charge 
would be in perpetuity. He saw very little opportunity 
in the future of any possibility of a reduction in the 
national debt. Some of the Government loans had 
attached to them sinking fund proposals, but the charges 
for sinking fund as well as for interest must be a charge on 
revenue and if and when there were surpluses available 
he was inclined to think the claim to use those surpluses 
for tax reduction rather than for the service of the sinking 
fund would prove to be irresistible. It was not difficult 
to visualise the time when the service of debt together 
with the expenditure on defence and administration and 
social services would exceed the revenue, and when the 
yield from taxation would be a diminishing return. 
This same argument could be used not only in regard to 
national borrowing but also in regard to municipal 
borrowing, and if that time came, then they would be 
faced with the alternatives of reducing expenditure or of 
repudiating loans. The effect of either of those policies 
would be to undermine public confidence, on which 
alone the credit of this country could be maintained. 
He was sorry on a festive occasion to draw attention to so 
serious a matter, but the times were too serious for these 
things to be ignored and accountants were responsible 
for bringing before the country the possible effects of 
the orgy of expenditure in all departments. He was 
not overlooking the paramount necessity for the vast 
expenditure on armaments. They must all hope 
conditions would soon improve so that they could 
return to more reasoned and more reasonable economy. 

Mr. O. H.S. Sleightholme (President of the District 
Society) also replied to the toast. 

Mr. O. H. S. Sleightholme (President of the District 
Society and City Treasurer of Norwich) presided, and 
the guests and members present included the Lord 
Mayor of Norwich (Alderman P. E. Curl), the Sheriff 
of Norwich (Mr. L. H. Buckingham), Mr. Walter Holman 
(President of the Society of Incorporated Accountants), 
Sir Basil Mayhew (President, East Anglian Society of 
Chartered Accountants), the Town Clerk (Mr. B. D. 
Storey), Mr. D. Weyer (President, Insurance Institute 
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of Norwich), Mr. V. C. Corke (President, Bankers’ 
Institute, Local Centre), Mr. B. J. Hanly (President, 
Norwich Chamber of Commerce), Rev. Walter Robbins, 
Mr. H. Harper-Smith, Mr. H. P. Gowen, Mr. Q. E. 
Gurney (Director, Barclays Bank), Mr. F. R. D. Walter 
(Official Receiver), Mr. G. C. Chittock (President, 
Norfolk and Norwich Law Society), Mr. F. Stanley 
Ward (President, Suffolk and Essex Law Society), 
Mr. L. T. Little (Deputy Secretary, Society of Incor- 
porated Accountants), and Mr. D. V. Hayden (Honorary 
Secretary of the District Society). 


DISTRICT SOCIETIES AND 


BRANCHES 
GLASGOW STUDENTS’ SOCIETY 

The closing meeting of the session was held on 
March 29. Mr. John A. Gough, F.S.A.A., President of 
the Students’ Society, was in the chair and there was a 
large attendance of members. Mr. Allan Aitken, M.A., 
LL.B., delivered a lecture on ‘ Testate Succession.” 
At the close a number of questions were asked by the 
students on points raised by the lecturer, who replied 
fully. 

SOUTH AFRICAN (NORTHERN! BRANCH 

JOHANNESBURG 

At a meeting of the Committee of the Northern 
Branch held recently, Mr. K. Lamont Smith was elected 
Chairman, and Mr. R. B. Pearse Vice-Chairman of the 
Branch for the ensuing year. 


PERSONAL NOTE 


Mr. R. G. Betty, Incorporated Accountant, has 
commenced public practice at 115, Stock Exchange 
Buildings, Johannesburg. 


REMOVALS 


Messrs. Bartfield & Co., Incorporated Accountants, 
announce their removal from 91, Cookridge Street, 
Leeds, 2, to 25, Albion Place, Leeds, 1. 


Messrs. Stephenson, Smart & Co. have removed their 
Boston office to 2, New Street. 


CHANGES 


The practices of Messrs. Allen & Baldry and Holmans, 
and Messrs. Lawrence, Hann & Best, have been amal- 
gamated. The combined practice will be carried on 
under the style of Allen, Baldry, Holman & Best, at 
Bilbao House, 36, New Broad Street, London, E.C.2. 

Messrs. Hannah, Dolby, Lithgow, Nelson & Co. 
Incorporated Accountants, announce that they have 
removed to 39, New Broad Street, E.C.2, and that 
they have admitted into partnership Mr. J. A. Jackson, 
Chartered and Incorporated Accountant. The practice 
will be continued under the abbreviated name of Lithgow, 
Nelson & Co., in London, Liverpool and Southport. 

Mr. Alan F. Chick, A.C.A., Incorporated Accountant, 
advises that he is now practising as a partner in Messrs. 
Morton, Moller, Sheen & Co., Chartered Accountants, 
Capel House, New Broad Street, London, E.C. 
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Messrs. Stanley Scotter & Co., Incorporated Ae. 
countants, 2, Story Street, Hull, announce that Mr. 
F. L. Jarratt, who has been associated with the firm 
for a number of years, has been admitted to partnership 
as from April 1, 1939. The title of the firm will be 
altered to Scotter & Co. 

Messrs. Ashworth, Moulds & Co., of 11, Nicholas 
Street, Burnley, announce that as from March 27, 
1939, they have commenced to practise at 28, Carr 
Road, Nelson, under the name of Ashworth, Moulds 
and Smith. Mr. Stanley P. Smith, Chartered Ac. 
countant, who has been associated with the firm for 
some time, will be the partner in charge. The style of 
the firm at Burnley will remain unchanged. 

Messrs. Rickard & Co., Incorporated Accountants, of 
109, Kingsway, London, and Southend, announce 
that they have taken into partnership Mr. L. J. D. 
Jones, A.S.A.A. The practice will be carried on at the 
same addresses and under the same name as before. 

Mr. William J. Ambherst, A.C.A., Incorporated 
Accountant, 11, Friday Street, Minehead, has taken 
into partnership Mr. Howard F. Shapland, A.C.A. 
The practice will be carried on in future under the 
style of Amherst & Shapland. 

Messrs. Sidney R. Knight & Co., High Road Chambers, 
3, Grosvenor Road, Ilford, announce that Mr. J. W. 
Knight, Chartered Accountant, has discontinued his 
association with the firm. The practice will be continued 
at the same address and under the same style by the 
remaining partner, Mr. S. R. Knight, Incorporated 
Accountant. 

Messrs. S. R. Batliboi & Co., Incorporated Account- 
ants, of Calcutta and Rangoon, announce that their 
senior partner, Mr. S. R. Batliboi, has retired from the 
firm. The practice will be continued by the remaining 
partners under the same style as before. 


OBITUARY 


James Boyd 


The death of Mr. James Boyd, Incorporated 
Accountant, will be a matter of deep regret amongst 
members of the Society in Ireland. His professional 
career had been spent in Belfast where he received his 
early training and where he subsequently practised. 
Since its establishment in 1913 the late Mr. Boyd took 
an active interest in the affairs of the Belfast District 
Society and in 1921-2 he was its President. His 
popularity amongst members of the Society ‘in every 
part of Ireland was shown when hz served in the office 
of President of the Society’s Irish Branch in the year 
1932-3. Some years ago he relinquished professional 
business and his activities were mainly connected with 
the Ulster Tourist Development Association, which 
was formed in 1925. In 1936, upon the death of Sit 
Frederick Cleaver, the then chairman, Mr. Boyd was 
appointed in his place. 

The Irish Branch of the Society and the Belfast 
District Society were represented at the funeral by Mr. 
E. A. Anderson, President of the District Society, Mr. 
Norman Booth, Past President of the Irish Branch, 
Mr. H. McMillan, Hon. Secretary of the District Society, 
Mr. Fred Allen and Mr. Samuel Baird. 
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